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Be 61 INTRODUCTION 
. 
1 


Business failure, according tn Oshagbemi (1983), sof a particular 
business criorprives to continue to function,” Okwoli, A.A in his leoture notes on 


fi finunclal management submitted that “any business that does not continue in its 
. propor operational existence is said to have failed." From these two positigni, could 
HF iw deduced an implied objective of il business, that is, lo exist ardd Aourish 


1 perpenaally: . ; 
7 There are two types of business ‘failures: financial! failure and acemi 
failure, & firm is suid 10 have financial failure if it suffers from eſther teclifilGul or 
legal insalvency, adduced Oxhugbemi, H need be added that technical insulvency may 
. itnolf, couse the firm to wind up. Yet it is u fullure from the point of view of ite 
inability lo continue ity proper operutinnal existence. A business that sutien logal 
insolvency’ has tiled in the absolute sense. It is daw for liquidation, Boone Fullure 
rolutesto a siiuation wherwa firm's total revenue docs not cover its total tt. 
ro ec Ot this chapter is to analyze the symptoms and cuuses of 
bus as failure and the ways to avert business failure in the small business ` 
wntorpriscs, ' 


62 SYMPTOMS OF BUSINESS FAILURE 


‘Chore are sume symptoms of business failurc, but un fortunately many smull business 
operations, especially in Nigeria often luck the business acumen 10 Ortect there 
doficiencies. Again, it should be said that since businesses, big or small, exist in the 
same environment, and posacys similar operational structures, which differ only in 
soule, (actors that aymptomise leilure of small Lirms ure those that hem ſd failure of 
businesses in gencral, What nukes the difference is tho ability of big business lirms 
lo rowel und adapt io smail imminent Failure with relative case, 

Monayement authorities em to agoe on the symptoms of rneni nunt 
business failurc, For example, Oshagbenti (1983) and Stropoſls, all identity four 
changes within che firm thut are symplomatic of business failure, These are: 

(i) Determination of working capital position 
(it) Declining sales > 

(ili) Declining profiles (or increasing lossen} 
di) Progvessively higher dobt ratia 


Is he words of Broom and his collaborators, Longenecker, authors of mull business 
management, hose sre the rod Augs that alert the businessman to danger. They tell 
i him that action is required to avoid failure. The symptoms of business failure are as 


13 follows: 


| | 59 Determination of Working Capital Potitiun : : 
Determination of a Ums working capital position is ovidenced by a progressive 


decline in working capital adequasy..Working capital, which includes recuivable.ind 
_ inventories, in addition iù cash, will also, ) cally become less liquid: The following 
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factors can contribute to declining adequacy und liquidity: 

(i) Continuing operating lossas; 

(ii). Unusual, non-recurring losses, such us those duc to oll, flood, tornudo, 
and adverse court judgement. 

(iii) Payment of excessive management bonuses and unc med dividend, 

(iv) Vrozen loan to officers, subsidiarics and affiliates; 

(v)  Over-investment in fixed assets from working cupital funds; 

(vi) Bund and long-term loan repuyment in excess af a proper share of annual 
profilcs, 


Whon situation like this occurs, the management should thon seuk new equity capital, 
rotain profit in business, enforce tighter credit policy, and reduce receivables und 
inventories, Excess fixed asset may also be sold, officer Juans collected, and dividend 
passed until the situation js cleared up. 5 


(2) Declining Sales 

Sulos docline represents a scrious situation Jor any business. This is booause operating 
open particularly fixed overhead expenses do not decline in proportion to sales. 
Hence, sales decline results in reduced profit or actual losses if continued for loo 
long. Some of the recommended steps to be taken in Moe of declining sales include: 
(i) Markei rescarch to measure sales potentials by gales urca of customer groups 
(i) — Selective selling to profitable customers; 

(iii) Incruused proporly planned advertising expenditury; 

(iv) Improved salus promotion; and 

(Y) Development of new products and services, 


(3) Dectining Profit i 

Profits that go downward from month to month, or year to your are also symptomatic 
of business failure. The cause may be declining sales, increasing merchandise cost, 
higher labour cost, high taxes and many other factors, Two key ratios to watch in this 
arca are; Nel on net sales and net profit on 6 nel worth; chat is, on 
proprietorship investment. Vë expenso ratio, whio of expenses 
to sale, should also ho watched curcfully. Theso should be hold ai figuros comparable 
to industry standard ratios, 


(4) Higher Debt Ratios 

Progressively higher debt ratios constitute still another symptom of possible business 
failure, If current liabilities get out of hand and bills or payrolls due for payment 
cannot be paid, the concerned situation might rapidly deteriorate into involuntary 
bankruptcy (liquidation). Nor should a company's fixed, long-term liabilitics be 
allowed to become excessive. Key mtio for use in determining trends and 
comparisons with industry standards include the following; 

iL Current liabilities to tangible net worth, 


i 
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ii, “Current liabilities to inventory; 

jij, Fixed assets to long-term liabilities; 

ly,  Potal liabilities to tangible net worth 

v.  Nurhber of times bond interest, if any is eamed. 


cme om eed Tee that small business expansion should ordinarily : 


come from retained profit To increase its percentage of total industry sales, a Irm 
should procure added equity capital. For the small business, ownership capital should 
cou surety purcentaye of its total capital, or higher, for complete safety. 


63 CAUSES OF BUSINESS FAILURE 


ooo 
that "the Increase is due to the increase in the population and not an indication of 
businews success," Ho . causes of business failure or high busincss 
mortality, us reported by Abeni below. aid 


1, Poor Feasibility Report 

A feasibility report in the company’s terms of reference, It shows at a glance the 
coonomic justification of the business activities and resources necessary to aciuulize 
thom. A poorly doctored feusibility report would certainly lead to business as 
the investor would not only be misled but also be tion and 


. 
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2, Lack of Adequate Planning 
Planning has to do with forecasting future circumstances and requirements, deciding 


0 ves, setting long and short-term goals, dotennining measures and steps to be 
Since every investment decision has risk component, adequate altention 
musi be given to the planning process as to ensure an articulate identification, 
appraise ion and monitoring of activities, aimed at mtinimizing the 
chances of failure and sucess respectively. l 
When planning is not properly handled, chancos arc that such a business 
would not stand tho tost of time. ‘The mistake most cutreprencurs make is to cngage 
the services of ubiquitous quacks, for cheap fees, to handle their planning tinction. 


3. Incompetent Management 

Not having competent, experienced and efficient management team is one of the mast 
devastating set backs any business establishment could suffer, since the success or 
ftilure of any enterprise rests squarely on the management. This is in line with the 
oe oe "the body cannot lay claim to good bealth when the head is 
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4, inarticulate Programme of Action, . . - 
‘This is closely related 10 factors explained | above, Work planning und the 
determination of the company's objectives become effective curly when they are 
expressed in policy form. Looked. upon this way, policy formulation is an-essential 
ingredient in ine successtu}.a:'ministration of a business. A policy isa guide to action 
und providey.a continuous franiework for the conduct of individuals involved, 

Sound and consistem policies are.required.if good results are to be expected 
und pour palicies would lead iu poor resulty.and‘eventusl collapse of the enterprises, 


5. Uinder-Capſtallantion 

‘This has become one of the greatest causes of misery lo Nigerian business owners. 
While u lot of people with very brilliant business ideas cannot gel started duo lo luck 
of finds, those who take the bold step forward to commence their dream business 
with the litte resourcos at their disposal, gooner or ſutter, discover that after a while, 
the business becomes distressed due largely to liquidity crises, 


ý. Poor Market Anatysis M 
‘This has lo da with the business owne 
demand foi the p TANT 
projections would result in the misuse 
consequences on the fortune of the business, ' 

In the same token, an accurate market analysis would enable the organisation 
determino wilhin an acceptable margin of error, the.'present and future market 
requirements, But when the market analysis is faulty, the organisation would not be 
in a better position to design its productservice in accordance with customers 
preferences, at economically efficient quantities, packed suitably and making 
appropriate arrangements for effective promotion and distribution, otherwise the 
per would not be accepied in the marker place. As this happens, the business 
would full. i 


c resultant negative 


7. Lack of Opportunities for Staff Growth ' 
The staff component of any organisation is a crucial factor for success. There is no 
denying the fact that any company wishing to succeed must inevilably carry iis staff 
ulong its growth path, Personnel, unlike other resources, huve feelings und 
aspirations; aspirations that they look into and hope that their companies would exsist 
in realizing, 

These include, among other things, carcer fulfillment and financial stability, 
Any company, that does not see to its staff's financial and carer well-being, would 


‘be a training ground of guff. for other companies. When a company continuously 


loses its best hands, it would in the same fashion crash out of existence, 


8. Piling Behind TheCrowd , . 
This happens when a. business is set up to do just what its competitors are doing, and 
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in the same styles. ‘This ducs nol give the organisation its own identity in the market 
place. No cliont Nd make any conscious effort to trek' cd a metre away trom the 
poarcs Competitor, us thore Would be nothing special to justify the effort, 

nere may de no new line of business io venture into, but business success 
cully for oroative: in ns 10 a ideas or. prod ry 


oi Pi 


9, Neglecting’ Business- Ethics 
‘The za lest wuy to ensure thet your business falls is to neglect the rudiments of 
acceptable business othics. The demise of the Nigeria Banking sub-sector, where 
directors ung op management staff have to convert depositors’ Amd into personal use 
und muintuin differnt uccounting books for diſferunt inspectorate bodies find 
caplunation within the context of abusing the ethics of the profession, Once ethics are. 
thrown.to the dustbin, be assured that business would sooner ot later fail. 
10, = Nogleoting-ity Social Responsibilitics j 
Business succeeds only when members of the community in which it finds itself 
efficiontly patronize it, Aibusiness enterprise, therefore, does not exist in isolation 
from the society in Which it as its being. A ‘businoss outfit must recognize its 
immediute sovtety, and Where there is any special intorest, the business musi offer il 
të the wider community, Subsequently, products or services must be beneficial to the 
community, reduve as much as possible, any harmful effect of its activities in the 
opemting environmen, by avoiding the negligen! discharge of pollutants, and of 
courso, avoiding unnecessary waste of the earth resources. 

Any company that neglects this would be at dagger drawn with the law and 
the community in which it oporates and the ensuing conflict may degenerate into a 
situation whore it would be difficult to achieve business objective, which inevitably 
would load to business failure, 


11. Poor Communication 

Communication is the meuns whereby individuals in organization exchange 
information necessary for the smooth operations of the enterprise, Ii involves the 
‘exehunge of ideas, facts and emotions by two or more persons within and outside the 
Organization, through the use of words, letters end symbols, 

Effective communication is a key element in the success of any structured 
Organization as it provides the link between various departments, When there is no 
free Now of information, production or service delivery system would be dislocated, 
a u policy decision, and objectives cannot be communicated to those concerned, and 
the enkuing disenchantment could spell doom for the, organization, 


12. Wrong Location 
What has location got to do with the success or failure of a venture? You may as} 
bul remember thet locution determines a lot of things. If your business involve 
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hence could not scparate self from business. ‘Ihis leads lo tho-spending of-the -` 
company’s money, as he deems fit because hsabelieves he js the owner, In most cases. 
this helps to kill the bysincss, 


19. Lach of Connection 

(his particular jseue has u very strong root in Nigeria, which we ure using us a case 
study; Goud connections can help business to grow, and lack of it can help in 
sirangulating business especially in Nigeria where the “Nigerian factor" of who do 
you know, or where do you come from, play a big role in whet you get or loose, 


20. Unfavourable Governmant Policies 

The survival of most businesses, especially small businesses. depends mainly on 
good government policies; but if there {s.any bad change in the Policies, it will afou 
some busincssos. Many will die if puch bad changes are not addressed, For example, 
when guvuriment bunnod the-importation of wheat in Nigeria during the utructural 
adjustment programme (8 A P) many breweries went out of production snd 
cqually (helt dependent allied Industrivs died in the process too, 
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Manufacturing, that requires the processing of bulky raw materials, it is only 
ccimomical io locate ere factory near the source of raw materials; otherwise u chunt 
of your working capita! would be spent on transportation. : 

Also whai is the rational of setting a video-viewing centre in a community of 
blinds? Cortainly, it is a sheer waste of time and resources. A number of businesses 
have failed because they were cited at wrong places. ** 


13. Have Arrived Syndrome 5 4 be 
Many cntrepreneury run out of control as soon as they venture into business for 
themselves. As this happens, they talk and act bigger than they should. Subsequently, 
through their unguarded utterances assume more financial responsibilities thun (heir 
pockets could sustain and ingloriously dig inio their business cupital, and before they 
realize it, a deadly blow bad been dealt to their business funds, 


14. No Reward for Hard Werk 

Many business owners in Nigeria are yet io see the riced for rewarding stiff, which 
put in more than they are being paid for. They would rather treat all their staff in the 
same way, unmind{ul of the grave consequences this have on staff morale, When 
there is no “thank you Ta aj 8, the ew hardworking mem be your 
team may not find justificati continue working hard, and this may affect the 


Businogs failure aversion is not "snuff dance affuir.“ but a very yorious, articulate and 
cnorgy Supping ondesvour. ‘The entrepreneur must, as a matter of urgency and mle, 
adhere stricily to the rule of the game in managing successful businesses, The 
management of tho 4 Ms, namely: men; money, materials, and machines should be 
his management pivot. 
Furthermore, io avert business lituro, the entrepreneur requires the 
following, un notwd by Baumbuck ( 1992): ; 
f Careful study of market, 
li, Wise planning of activities. 
ili, Vigilant control of investment, merchandise, personnel, equipment and 
building io ensure maximum use for production, 
Iv, Adequate expense record, 
v, | houghtful selection of goods, 
„i Strategic location with particular reference lo the murket, but atso, bearing in 
mind resources and transportation of goods, 
vii. Sound policies, flexible and adcquute, ih obvious business oxpedieneius. 
il. Strong working relationship with zuppliots. Judiciously controlled credit, 
ix. Customer selection and market concentration. Skillfully selected personnel, 
„„ A well-planned sales promotion programmes. 


IS.  Extraneous Factors t 

‘These ure factors puroly outside the control of the business owner or that of his 
managers. li could be natural misfortune, economic or political crises as we do 
experience in the world today, ' i 


16. Protracted II- Health or Death 

Many entreprencurs arc the “all and all” of their different businesses. Some hold their 
business secrots very tight and confidential that in an event of long ill-health or death, 
there will be nobody who will continue the business, because the entrepreneur has 
died with the secrets of the business. The business will also dio with the owner. 


17. Crises of Succession : 
Usually, many business owners always fail to plan especially for the future. Some 
will have two wives or more with many children. These children all have a stake in 
their fathers’ property and when the entrepreneur fails to make adequate succession 
Plans for the bwincss, it is most likely that the children will misunderstand 
themselves which may lead to struggles and court actions that may eventually cripple 
the business. a ; - 
fyorting business failure has no simple and direct formular, In addition to the above 
methods the entrepreneur should note also the following: ° 82 
Good motivating programmes, ax. 


' 18 Bad Spending Habit 
Many entrepreneurs fail to understand the difference between self and business; 


— 
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ON foward training programmes. 

ingo outlets, zs 

Aticitats, environmental seannhig 

Adequate gaud spending habit, 

Hhuuld he contemporyty us to the changing world issues, 
Must bu prepared to take risk, 
Good experiance und hurd work, 

Ability to cage fraud ør nip it in the bud, 


Any giud cnirepreneur who religiously applies or practises these suggested methods 
would be in a good position to avert failure and maintain a continued success in 
business, 


45 SUMMARY 


The prahlen of cntrepreneltta ia that many of them always fail to plan, bense what 
narmulh au ul thuni is (allure. Above all, the general economic conditions help in 
determining io some exteñt the success of any business, Many businesses fail in 
Nigeria because of the pervasive harsh economic condition, which has Created. 


The government should nol be exonerated fom many business lkilures in 
Nigorin. as mest of (he politics of the government help in killing some büsinengog, So 
it is wuggested that the peana should play iis tutherly rolus by cnguring the 
succons of both smel) and bis businesses, 2 1 U $ 

From the above discussion 30 far, it would seem that prompt detection of 
these symptoms cantres on efficient financial management of the firm. Although, the 
ability to remedy such deficiencies may go beyond the functions of a financial 
manager, this situation must be promptly detected for any meaningful action to be 
taken by management, A * 

Review Questions * 

(1) As u consultant, your olient has approached and told you of many 
symptomatic aigis of failure being observed recently in hir business. Advige 
him on-the tested Ways to get out of the problem, = 

(2) Whtat äre the major causes of businoss failure in Nigeria? 

(3) List onr various ways to avert business failure $ 
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7.1 INTRODUCTION 


‘There ure different constraints that face start-up business such as the uvailabitity of 
finance, promises and motivation. [fis always important that an entrepreneur first 
considers the availability of in ent opportunity, which, arnong other things, 
includes the market, intended to tap, For an adequate start up for any business, proper 
preparation, which involves all categories of planning. must be in place. 

Under the articulated plans, the entrepreneur should carefully state his goals 
und objectives for the business in question, It is now based on these goals and 


objectives thar start-up should take place, The factors that prevent business start-up, 


plunning 10 dun a business, the cconomic role of a small business, and what 
approuches to uke while deciding on development approach, are all treated here 
comprehensively, ‘ 


7.2 FACTORS THAT PREVENT BUSINESS START-UP 


From our findings, the problems that prevent business start-up as was discovered are 
listed below: 


losu fficiont start · up finance 
Anticipated cash flow problems 
Change in home circumstances 
Costof bysiness promises 
Unacceptable risk 
In appropriate Jocation of business premises 
Competing demand from family/domestic sources 
Luck of knowlodge of account ing/financial techniques 
Anticipated problems of outlets 
(nappropriate, sizes of outlets 

„ Unstublo, political, social and economic-environment 
Vory high and uncontrollable lending rates 


Similarly, it was equally discovered from the findings that there were some 
porsonsl problems that prevent business start-up, such as: 


Persons) doubt of success 

financial commitment 

Family commitment 

Fear of success a 3 

Luck of self-confidence - * 

Content with current job 2 ; 
Inadequate encouragement Fiom: spouse/partner 

Not having mastery of the, task or jobs they would encounter 


i 
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y businesses arc held to the ground because of these general and personal 
und roal reasons above, One should be ubie to got off them in order to siart- 


PLANNING TO START A BUSINESS 


Wines, an entreprencur that neglects careful preparation at the beginning is 
od from the start, as he may not be able to overcome problems and exploit 
tunities as these come by. The desire to work for yourself or start a business of 
it own is made difficult by lack of answers to a numbor of busic questidns like: 


Can anyone start u business? 

Aru you 4 self-starter? 

How do you got your business registered? 
How do you fect about other people? 

Do you need a license? 

_ Can you load others? 

Can you lake responsibility? 

Do you need the services of professionals? 
How good an organizer are you? 

How good a worker are you? 

Can you make decisions’? 

Cun people trust whut you say? 

Can you stick with it? 

How gaod is your health? 
What sort of book-keeping system to adopt? 


Directions: A good answer should be given to these questions and even more to bo 
asked: The result of the answors must be above average for a successful busindss 
Operation. If not, you are likely to have difficulty and should consider getting a 
partner to compensate for your weaknesses. If most of your checks wore below 
Average, not oven a good partner will enable you to overcome the deficiencies 
Indicated. The Third National Development plan, 1975-1980, says, "any firm / industry 
employing less than ten people and whose investment in machinery and equipment 
does not exceed N60, O00. is a small scale industry, > 

Such industry must be local in its area of operations, relatively small jin size 
within the industry, and largely dependent on intemal sources of finance for its 
growth, There are some characteristic foatures of smal! industries, thus: 


. Low‘capital base ' oa 
2, Output is generally low and targeted to catchment’s markets 

Low technological base — 5 DET, 
Ilha polices for working conditions and objectives are changéable’ 
Employees are low skilled 3 y ‘ 


me SMALL BUSINESS START-UP 
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, ‘The term “smell scale business" is felative. You can start your own with as 
. noes pitas ae big one. You can also start off with as much gg 
or 41,000, illion naira only), 11 all ends on the idey 
to Invest in and your sturt-up capital, r en 

You may not bother about high technology or such things as high skied 
labour. Vor instance, ‘setting up u small-scale beverage or soap making Cotlage 
industry docs not require high level technology or large capital to start it, 

llowever, these features point to some problerns and challenges, which Ohe 
will need to vonsidor and study before starting any business, These include: 


J, Fenstbility Study/Survoy 


M k Papet ie fou 
axe dalaik Hat of wha You ultimately want to achieve in busincss, Fix your ot: 
ad Ax YOu entire 
being on your youl und be picpared to Change oñon. IT you want to suvceed in 
business, you may not bo unother financior/ moga millionaire, but you will succeed in 
your endesvowry. Croute an yura of success, around you, People who arc successiu 


dreas that way, Fyon if you are not big time business, aot ag th | sady 
achieved without being ogotistic or overspending, ` * ough you have already 


me Self Assessment 

l is necessary 10 assess yourself to ensure that you are fully prepared your persona] 
will, knowledge and experience. Docs the business til] within the realm at ee 
discipline? Do you need to karn now skills, techniques cte, you should als 
remember that you must work for long hours hence should be prepared, 


4, Commitment and Dedication 
You nuvd to have a total commitment to succeed in businoss, Mosi people, who heve 


recorded succoxs in business loduy, put in iong hours, often at Py iaa : 
thing else. Regardless of the physical efon rary Seg _— ol every 
engrossed in your business, i & yuu, must be mentally 


5, Your Charneteristies and Temperament 


You nocd to make a detailod sludy of yout personality, motivation 

8 * and val 
they such that can hinder or boast your chances of success? You need lo eas g 
woll you can cope with insults and embarrassments, ao) 


6. Bo Unique j 
You do not haye to be tho same as everyone else and fit like a vegetable in a patch, 
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He unique und differen. Capitalize on your self-image und trust your intuition, 
Within the sector you want to purtivipate, you can bring in new ideas or improve on 
existing ones Chart a different course for ursel i possible. Many successful artinin 
today are huse who are unique in their own ways, Ii is only when you ‘are unique in 
your anden that you may be noticed inthis highly competitive world, 


7. Paying the Price i A 
Are you able to shoulder the price and sacrifices that are common to new businesses” 
Profil may not be realized at the teething stage. You need ta know how well you can 


cope, 


b. Quick Decisions 
Make does quickly and with firmness. hat is what makes you dilereni und why 


you will rise to (he top, 


9. Market Fricthons 

he principle of free enterprise actually entails freedom to venture into any trade or 
pusingss deus provided ane has the wherewithal. However, having (he capital to sturt 
divs nof alone guarantee success in business, There is neud to study the market 
pevuljariues of the business you are venturing into, Find out whether you have to be a 
member of a union und othur mutiert that may obstruct your suLceny, 


10, — Exploit Your Integrity 

Above ull, use your integrity. I your business goal Is not worthy of your inner 
desinis. it will bo hurd 10 stain it, LF your: methods ure not sincere, you will receive 
opposition, If your actions ure not honest, you will suffer the consequences, ‘Turn all 
negatives qualitios into positive aspects; then watch yourself achieve (Olalusi. 1996). 


714 ‘THE ECONOMIC ROLE OF SMALL BUSINESS 


Regardless of what makes the eniropronours tick, thelr Jubs perform valuable services 
Vor the rest of us. Small businesses play a number of itnporiunt roles in our economy, 
thus: 


(i) Job Provision p 
Smajl businosses provide more jobs for the populace than largo businesses. Stop and 
think for a minute about the people you know who have jobs, Where do they work? 
lar big companies? For the government? Or for small businesses’ If you are typival, 
at least half of your itiends and relations work for small businesses, and the number 

that docs so is likely to increase with the increase in entrepreneurship development in 
this country. i i ; Na i 

üi) Bringjng Out New Products and Sorvices "` ' ; j 
Another important way small businesses contribute to economic growth is by 
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payment disequilibrium and grow export. Ogwuma 
(1995) said; in an advanced country. the manufacturing 
sector is a leading sector in many respects. It is the 
avenue for increasing productivity in relation to import 
substitution and export expansion, creating foreign 
exchange earning capacity. In the 2005 Talking 
Point statistics manufacturing accounts for more than 
60% ofthe UK's exports. Thomas (2003) impressed 
that of the four wealth creating sectors, SMEs plays a 
unique role, unlike agriculture and mining, it is not 
directly limited by natu’al resources and unlike 
construction, most manufacturing products are easily 
transferable across nationel and International borders. 
Economic Integration; Theworld economy is becoming 
a global place, where players In the international market 
are not hindered from free trade. The policy of closed 
economy or protectionist epproach is being dropped for 
trade liberalization (Abubakar and Ajoku, 2001). They 
observed that there is hardly a country today that does 
not seek to be more closely integrated into the global 
economy, The need to compete In the world market that 
has been a majorconcerr to the Industrial economies is 
today, the headache of developing economies. The 
only road to international sompetitiveness or integration 
is through SMEs manufacturing sector development. 
Contribution to Research Development and Innovation: 
Research Is the mechanism by which new knowledge is 
discovered. Development is the application of this 
knowledge Into technology that solves practical 
problems. Innovation Is the application and 
commerclalization of developed technology into specific 


. markets for acquisition for birth of new Industries, 


Thomas (2003). Growthand development In all sectors 


of the economy of a naton are harbingers of research, 


development and innovation, The SMEs sector should 
play leading role in furding research and developing, 
those discoveries that Je idle in academic institutions 
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Major 
(1) 


(2) 


(3) 


(4) 


(i) 
(il 


0 


and research Cenc. ni uis =: 

75% of business research and development, and it ix 
asserted that this is what raises productivity and drives 
innovation that raises the competitiveness of the U.K 
economy as awhole (Talking Points, 2005). 


Problems of SMEs In Nigeria 
Low capacity utilization which 
for a long time below 40% 
Loto (2005) discussed extensively the problems of the 
SMEs sector in Nigeria. He among others mentioned: 
Weak raw material base, resulting In excessive 
dependence on imported inputs | 
‘es and obsolete technologies to support growth in 
manufacturin 
Poor e facilities, leading them to provide 
some facilities at prohibitive costs 
Massive Importation and smuggling of finished goods 
resultingin weak demand for local manufacturing firms 
Poor and inconsistent industrial policies by government. 
Adeyemi (2004) identified, in addition to other problems 
facing the sector, political and social unrest, as in the 
Niger Delta and Boko Aram, leading to incessant closure 
of operations. ; 
The most Important of all the problems is the one 
affecting finance. Sourcing, effective and efficient 
utilization and accountability of financial resources is toa 
large extent the core problem of the SMEs sector. 
Ogunriola (1991), Anyanwu and Oluremi (1991) and 
Lawal and Ojo (2004) agreed on the fact that sourcing 
finance is a major problem of the SMEs. Anyanwu and 
Oluremi (1991) adduced the two reasons for this: 
Most of the SMEs firms are small in size or scale and do 
nothave access to the capital market. 


Ekanem (1997) said has 


. itis tedious accessing bank loan and must often the 


interest rate is at cut-throats level. i 
The second phase of the managerial problem in the 
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velopment, The very little finance they are able to get from 
g@@ploughed-back profit, cooperative and bank loans and funding 
‘from government assisted schemes are not well managed. 


the implementation of accounting system, sourcing and 
allocation of funds or the so-called cash administration. In the 
country, it has been a phenomenon in the micro sector that 
business transaction is never divorced from household 
expenditures, 

To buttressed the assertion of Adetayo (1991) in a study 
conducted by Ojo (1983) management in the small and medium 
scale industry he discovered that good records of transactions 
of the organization are virtually lacking, the firm cannot afford 
the services of a full-time accountant, receipts and payments 
are made from the personal accounts of the managing director, 
the account clerk, though hardworking, intelligent and 
or ia some formal education, has no training in book- 

eeping. 


Institutional and Policy Supports for SMEs In Nigeria 
The governments of Nigeria have been putting in place 
Institutional and policy supports foe SMEs in the country since 
early independence. Alist of such supports is given below. 
Small Scale Industries Credit Scheme (SSICS) 1971 
' Nigerian Bank for Commerce and Industries (NBCI) 1973 
Nigerian Industrial Development Bank (NIDB) 1964 
SME Apex Unit of Central Bank (1989) i 
jere Economic Reconstruction Fund (NERFUND) 
9 
The African Development Bank/ Export Stimulation Loan 
(ADB/ESL) 1989 
Nigerian Export Import Bank (NEN 
National Directorate of Employment (NDE) 
Industrial Development Co-ordinating Centre (IDDC) 
0, Community Banks 
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sector is that of poor management and accounting skills, 
ich is a siné-squa-non to success in any entrepreneurial ` 


Adetayo (1999) observed that management skills also influence ` 


11. People's Bank 

12. Family EconomicAdvancement Programme (FEAT) 

13. State Ministry of Industry SME Schemes 

14. Small and Medium Industries Equity Investment Scheme 
(SMIEIS) 

15. Bank of Industry (BO!) 

16. Small and Medium Enterprises Developing Agency of 
Nigeria (SMEDAN) 

17. Credit Guarantee Scheme for SMEs. (Basil, 2005) 


Managerial related problem 


Prospects of SMEs | 

FEATURES OF SMEs 
1. They are either sole proprietorships or partnerships. 

Even when they register as Limited is Its mere paper 

status, 

SMEs have labour Intensive production processes. 

Centralized management 

Limited access to long-term capital; even thelr access 

to short-term: financing is limited and sometime 

attained at a strict rate of interest and other 
conditionalities. 

5,  Pursult of individualistic goals at the expense of the 
overall interest of the SMEs. 

6. High mortality rate among SMEs is high as a result of 
mistrust that often develops among the owners. 

7. Regulatory environment - policy instability and 
reversals, inadequate infrastructure often contribute 
to their high mortality rate. 

8. Over-dependence on imported raw materials and 
spare parts. i 

9, SMEs in Nigeria suffer from very poor inter and intra: 
sectoral linkages, and as a result lose benefits 
synonymous with economies of large-scale 
production. 


>or 
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CHAPTER TWO 
GRADUATE UNEMPLOYMENT AND UNEMPLOYABILITY 


ISSUES: INTERVENTION THROUGH ENTREPRENEURIAL 


SKILL DEVELOPMENT PROCESS 


Dr. Remi Famiwole & Dr. (Mrs) Adebayo F. Aduke 
Faculty of Education, i 
Ekiti State University, Ado-Ekiti. 


, remifamiwole@gmail.com 
Introduction 


The tate of employment in Nigeria has rose from 21. percent in 
2010 to 23,9percent in 2011, According to Okechuckwu (2013), the 
labour force swelled. by 2.1million to 67,256,000 people with just 
51,224,115 person employed leaving about 16,074 205 Nigerians without 
work. Unemployment rate on Nigeria was put at about 25%; while about 
1 8million new job seekers enter the market every year (National Bureau 
of Statistics 2013). This appear to be worrisome because most of the job 
seekers are young school graduates (Adesina, 2014), Some of the major 
reasons for unemployment in Nigeria is that most of the graduates are not 
employable, because, employers do not find the graduates with the right 
set of skills for employment or rather, the graduates do not have the skills 
required by industries and companies who could engage them. A good 
number of the graduates also lack worthwhile entrepreneurial skills to 
own and sustain a business of their own. 


Unemployment and Unemployable Issues 

Some years ago, many opportunities for various employments 
ised to abound for graduates from Nigerian Schools, Colleges and 
Universities. Undergraduates used to be interviewed for jobs at their final 
year in the university. Some used to have more than two or three jobs 
from which to choose in those good old days, movement ftom school to 
ndustry was often automatic, Today, the swries are no more the same. 
There is marked disconnection between the wogld of work and the school 
tput, For example, 54% of Nigerian youths were unemployed in 2012 
‘Nigerian Bureau of Statistics, 2013), There are increasingly fewer job 
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productive power of undergraduates and graduates. 

It has been observed that more than 70% of even the gainfully 
employed Nigerians are engaged in different work requiring manual skills 
and technical knowledge, Unfortunately, most of the graduate leaving the 
schools are now unskilled and probably this is one of the major reasons 
why many graduates are unemployed orrather unemployable. According 
to Okorie and Ezeji (1988) even when some of the graduates are offered 
a job, they are often found to be low in performance and proficiency; 
hence they often operate at a loss. 

According to Igbo (1998), education for a worthwhile 
employment and successful business establishment can only be made 


realistic when the required efforts are made to emphasise the need for a 


cross sectional relationship between technical knowledge, skills acquired, 
right attitude, creativity, and proper work habit. According to Okorie and 
Ezeji (1988) only the successfully employable and self-employed graduates 


dee successfully educated in the modem high tech-world. In which case, 4 


student can be said to possess employability skill ifthe or she could possess 
the appropriate manipulative and saleable skills required for proficiency in 
a particular job or enterprise, 
In this chapter the writer highlighted how ial skills 
can be developed or acquired and how it can serve as intervention to 
unemployment and une issue among undergraduates, graduates, 
youths and adult job ` 
Skill Defined ' 


The concept ‘skill’ has been defined severally by technicians, 


economists and sociologists. In this context, skill can be defined as the 
ability to perform, operate, or act well and expertly. According to Osinem 
(2008), skill can be defined as a well established habit of doing something 
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expertly or ability to do something well; or perform an act expertly, Skill, 


according to Hull, (1992) and Aderogba, (2011) can be expressed as 
manual dexterity, acquired through the repetitive performance of an 
operation or a set of tasks. Skill can also be explained as the quality of 
performance which does not depend solely upon a persons fundamental, 
innate capacities but developed through training, practice and experience 
(Adeyemo, 2009), In which case, skill can be regarded as the possession 
of the expertise needed to perform a particularjob or series of jobs. It 
consists of habits that ensure observation, imitation and adaptation. 
According to Aderogba, for any individual to be skilled, selfemployed or 
self reliant, he or she should have acquired the right habits, attitudes and 
entrepreneurial skills with which he or she could successfully explore his 
or her environment, as well as a means of surviving in the face of 
unemployment, Adesina (2014) described employability skill as the set of 
skills required not only to gain employment but to progress within an 
enterprise in order to exhibit ones potential and contribute successfully to 
the growth and development of an enterprise or organization. Employstility 
skill development it is relevant at both entry level and for established 
employees or beginning entrepreneurs. 


Entrepreneurial Skills 
m skills are the skills needed by an individual in order 
entrepreneur. j 2015), They 

are the skills required by an entrepreneur wanting to start a business or 


| gomeone on a job where they are expected to develop a business or 


go forward”, According to Uko (2009), entrepreneurial skills 


economic and political astute. jr 

An entrepreneur, inthis case, is anindividual who initiates, owns 
and run a business successfully. He or she entrepreneur is a person who — 
has the ability and capability to initiate and run an enterprise, by organizing 
human, financial and material resources for the production of goods and 
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xervices to maximise profit. He or she is a self-starter, creative, high 
uchiever, ambitious, innovative and risk taker in a business. Becoming an 
entrepreneur is a career decision, Awe, (2002) noted that the role an 


entrepreneur performs is called entrepreneurial function, while the 
can be termed entrepreneurship, i process 


Entrepreneurial skills and characteristics 

Generally, entrepreneurs have in common certain characteristics 
and skills. However, there is usually a wide range of individuality among 
the characteristics and skills required by each entrepreneur, Some graduates 
or entrepreneurs do well in their own business because they love being 
self employed, hence they develop their skills; others are fully of natural 
talents, and requires much less special training. Still, entrepreneurs or 
individual simply finds their own successful approach to being self 
employed, even though they may not have been trained. 

Some receive formal training and skill development, while others 
have a natural flair for being self employed. Others break every rule or 
devise very unusual approaches but still succeed, Every aspiring 
entrepreneur should first of all examine themselves and determine their 
own approach or style. It has been observed that there is no strict recipe 
for becoming a successful entrepreneur. The following characteristics and 
skills are mainly associated with entrepreneurial success. 


Entrepreneurial Skills and Traits Needed to become a Successful 

Entrepreneur 
Important traits and skills associated with successful entrepreneurs 

includes the following „ 

a. Practical skills 

b. Critical and creative skills 

G; Personal characteristics 

d. Interpérsonal skills 

All beginning entrepreneurs need to examine their practical skills, 

critical and creative skills, Personal characteristics and interpersonal skills 


in order to determine how well or fast they can be effective and successful 
in their business, 
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1, 


4, 


ia 


igs sate 3 skills and knowledge in the 


following areas to produce goods or services effectively and run 


Goal Setting: Anentrepreneur should be able to set his or her 


goal regularly, create a plan to achieve them, and then carry out 
with passion. N 
ta ny and Organizing: An should examine his 


entrepreneur an 
talents, ties necessary to achieve their goals, 
— Se orien people to achieve their objectives 
1 Tee ede debe blo developa coherent 
92 cluding developing and 
gh business plan, including 

wee Entrepreneurs 1 should de good in the right 
phe: a process, They should be able to make oae 
based on relevant information by weighing the potentia 
0 coptem available to them and always be confident 
50 me adequate knowledge inthe following areas 
starting or running a business. 


marketin ions, and be able to operate or 
manage an 3 With a reasonable degree of 


Aa prensurie! Knowledge: Entrepreneur should w 5 
understand how to raise capital and understand the en arte 
of experimentation and hard work that may be need 

business model that works for them. 
Knowledge: 
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B. Critical und Creative Thinking Skills — 

Many people think that entrepreneurs are born creative. However, 
creativity is a skill that an entrepreneur can develop if he/she could invest 
the required time and effort. 

Asan entrepreneur, one needs to come up with fresh ideas and 
make good decisions about opportunities and potential projects. 
Specifically, entrepreneurs need to develop the following tasks, 
1. Creative Thinking: Entrepreneur must try to always see situations 
from a variety of perspective and come up with original ideas, 

2. Problem Solving: Ru good at coming up 
with sound solutions to the problems they 
3. Recognizing Opportunities: Entrepreneur should always be 
ready to recognize opportunities when they present themselves, 
He or she should study business trends and create a plan to take 
advantage of the opportunities they identify, 


C. Personal Characteristics . 

Entrepreneurs should be able to examine the following personal 
characteristics, values, and beliefs and determine if they have the mindset 
that’s typical of successful entrepreneurs, 

1. Optimism: Be an optimistic thinker, Optimism is truly an asset, 
and it will help get young entrepreneurs through the tough times 
that many entrepreneurs experience as they find a business model 
that works for them. 
2. Vision: As a young entrepreneur one must be able to forcast 
. where things can be improved, are expected to 
quickly grasp the “big picture, and be able to explain this to others, 
They also must be able to create a compelling vision of the future, 
and then inspire other people to with that vision. 
3. Initiative: An entrepreneur must have strong initiative, and be 
Se oe start problem-solving or business improvement 
projects, 


4, Desire for Control: An entrepreneur should enjoy being in charge 

and making decisions all the time; and be motivated to lead others. 
S. Drive and Persistence: An entrepreneur should be self-motivated 
and energetic and be prepared to work hard, for a very long time, 
to realize one's goal, mission and vision. 
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7. 


D. 


Risk Tolerance: An entrepreneur should be rendy to take risks, 
and make decisions when facts are uncertain. - 

Resilience: An entrepreneur should be resilient, so that he/she 
can pick him/herself up when things don’t go as planned and be 
ready to learn and grow from one’s own mistakes and failures. 


Interpersonal Skills 
A beginner entrepreneur will have to work closely with people to 


to build relationship with his or her team, customers, suppliers, 
wee ee Boras entrepreneurs are more gifted inthis area tan 


Are you Note, every can learn and improve 
bebte ee eats The following ae the aa ortypeofiexperson 
skills that are needed by en to succeed, 


1. 


2. 


3. 


4, 


and Motivation: All entrepreneurs are expected to 
MENDES and motivate others to follow them and deliver 
thelr vision, They should be ready to delegate work to others. 
Successful entrepreneurs need to depend on others to get beyond 
avery early stage in their business — because there is just too 
much to do all on one’s own. Entrepreneurs should be able to 
inspire their employees to pursue and achieve their company’s 
on as a team. 
— eation Skills: Be competent with all types of 
communication. Entrepreneurs need to be able to communicate 
well to 3 
to outside world. 
owen Entrepreneurs must be a good listener to what others 
are telling them. Their ability to listen can make or break them as 


an entrepreneur. 

Personal Relations: All entrepreneurs should be emotionally 
intelligent. The higher an entrepreneur's emotional intelligence, the 
easier it will be for him or her to work with others. The good 
news is that all entrepreneurs can improve their emotional 


Negotiation: Successful entrepreneurs should be a good 
negotiator. Not only do they need to negotiate keen prices, asan 
entrepreneur they also need to be able to resolve differences 
between people ina positive, mutually beneficial way. 
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on respect, integrity, faimess, and trutnrumess. 1 ney l, ve auie 
to lead ethically, Entrepreneurs may find it hard to build a happy, 
committed team if they deal with people - staff, customers or 
suppliers in a shabby way, 

Right Mindset: An entrepreneur should always be in the right 
mindset and avoid the rich quick mentality. They must have great 


skills, however, the more an entrepreneur 18. 
she is likely to fail. However, an 
they need to succeed, 


raduates 


Some other Major Competencies needed by Yo 


and Entrepreneurs 
A wide range of competences are seen as eurial and 

useful to entrepreneurs, these include knowledge, skills and personal traits 

in the following areas, 

1, Ability to manage time and people, both oneself and others, 
successfull: 


y.. 
Ability to sell ideas and persuade others effectively using 


. 
appropriate channels and models. 
3. Ability to work both as part of a team and independently 
4, Ability to plan, coordinate and organize effectively 
a; i i y 
5 7 
7. .. Confidence in ones ability to succes 
8. Bea self starter. Do not wait for: you what to do 
9. ers to complete tasks to 


Develop strong drive, f 
time, 


10, Thrive on competition - 4 PAY le 4 
improve one’s performane 


* 


— — 


13. Being self-motivated and disciplined 

14; Being able to adapt to “situations” 

15, An innovative and creative thinker 

16. Ability to multi-tasks À 

17. Ability to take responsibility and make quick decisions 


18. Tho ability to work under pressure 

19. veranes 

20. A rE 

22.  Abilityto network and make contacts globally 
Mentoring with experienced specialists on the job 


In addition o the more general competencies listed above, the 


following four specific or business related skills, will be ofextremeuseto ` 


1, Beingable to draw up a business plan for anew venture 
2. Being able to market and sell a new productor idea with passion 
3,  Finanetal skills, suchas book-keeping and calculatingtax  ’ 
4. Awareness of intellectual property and possibly patent law 
uk/resources/entrepreneurshi 


(heacademy,ac, p/skills/aspx, 2015) 
Mistakes to avoid by young entrepreneurs 

The are the most frequently phobia or mistakes, or 
uncertainties faced by entrepreneurs when starting a business. 
BY ee ta initial money/finance or capital. 
2. sing for ı anes because of peer influence. 
3, Delimiting ones scope to the immediate “local” environment, 
4, Choosing business without considering the financial involvement. 
5, p sciding to establish a business mainly because of the glamour 
6, to source for entrepreneurs information 
7, ties, 


wee — entrepreneur should try to overcome these mistakes, 
j plan for breakthrough right from the onset by acquiring 


| kaplan — igh 
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d Skill Development Process for Breakthrough 

It has been observed that most of the teaching taking place in 
` Nigerian schools emphasizes mostly the cognitive domain of learning at 
the expense of psychoproductive domain which emphasizes skill 
development, learning by doing and experiential education. Obayan, (1984) 
noted that liberal education students to learn the content of 
- the curriculum through role learning from text books with the tendency to 
be able to describe necessary concepts, equipment and procedures off- 
head or recite the skills requirement without being able to put them into 
practice; hence unable to perform any of the tasks required for creativity 


in industries, 
- The consequence of this old method of rote learning is that learners 
are made to memorise theories and principles With little or no practicals, 


learning by doing or experience generated activities on how the theories 
could be applied to solve any problem, Hence most students graduate 
from Nigerian schools, colleges and universities without any appreciable 
marketable skill or worthwhile aptitude with which they can be employed 
or establish their own business as 
Sanita and Christoph, (2005) described skill development as the 
learning process leading to entrepreneurial competency, It requires 
application in context, that is, work experience in areal life and real working 
environment, Skill development has to do with the required capability for 
employment, needed by the employed, self employed and unemployed 
individuals. 


Skill development can help to build a virtuous circle in which the 
quality and relevance of education and training would fuel the creativity, 
innovation, enterprise development, economic diversification, technological 
change, investment and competitiveness that economics and entrepreneurs 
need to accelerate the creativity of more jobs or enterprise, For an individual 
to possess a ‘skill’ means the person can demonstrate the right habit of 
acting, thinking, doing or behaving in a specific way which has become so 
natural to the individual through repetition, or regular practice that may 
become automatic to perform, Hence, skill development can be expressed, 
as the level of efficiency achieved or attained through the regular 
observation, imitation and repetitive performance ofan operation. 


Skill development can take place in this order, througn: 


A B C. 
a Observation a. Observing Perception 
b Imitation b. Immitating Set 
c Practice e. Manipulating Guided response 
d g Aditiya. $ Performing 
> Perfection 


” Okorie, (1996), it has been observed that learners would always 
acquire appropriate skills faster when procedures and instructions are 
complemented with performance, Hence, for appropriate skill 
development the leamers should; 

I. first observe the skill being performed, 
2. he or she must imitate the tasks as demonstrated by the master 


teacher, 
3. he/she should repeat the act or process, practice them and then 

adapt them to the situation in question. 

Skill development process therefore requires more than verbal 

Skill development means developing oneself and ones skill sets to 
add value either to ones organization or ones career, Consequently, learning 
and developing one’s skills requires identifying the skillsneeded for mobilit / 
and seeking out training or on the job opportunities to developing those 
skills, An could always speak with his/her mentors to identify 
the type of skills that will help him/her move forward in the chosen career, 
job area or enterprise, Once an entrepreneur identifies the skills thatare 
needed to achieve the career goals, the next step is to identify how to 
develop the skills, The two main avenues for developing entrepreneurial 
skill are through education or training, and developmental experience. 


Skill Development Rule: 
Entrepreneurial skill development strides should followthe “70- 

20-10" rule: that is 

0 70% of entrepreneur’s skill development should come fiom oi- 
the-job activities and action learning, This can include leaming 
by doing managing a project, serving ona cross-functional team, 
taking on a new task, job shadowing and job rotation. 


p il 
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20% of entrepreneur’s skill development should come from 
interactions with others. This includes having a mentor, being a 
mentor, coaching, participating in communities of practice, serving 
as a leader in an organization and so on, 

10% of entrepreneurs development should come from training, 
including classes, seminars, workshops and conferences, 
(Ochiagha, 1995) 


Theories of Skill Development 


The following theories can be adapted for skill development 


process and training by instructors, teachers, entrepreneurs or capacity 
building resource personnel, & 
1, 


2, 


Skill development process will be efficient in proportion as the 
environment in which the learner is trained is a replica of the 
environment in which he must work. 

Skill development can be effective only where the training job are 
catried on in the same way, with the some operation, the same 


_ tools and machine as in the occupation itself. 


Skill development process will be effective in proposition ifthe 
individual is trained directly and specifically in the thinking and the 
manipulative habits required in the occupational itself, 

The skill development proces 
enable each individual to capitalize his interests, aptitudes and 
intensive intelligence to the highest possible degree. i 
Effective skill development for any profession, calling, trade, 
occupation or job can only be given to the selected group of 
individual who need it, want it and are able to profit by it. 


Skill development training will be effective in proportion as the 


specific training experience for forming right habits of doing are 
those of the finished skills necessary for gainful employment or to 
initiate and run one own’s business as an entrepreneur. 

Skill development training will be effective in proportion as the 
instructor has had successful experience in the application of skills 


and knowledge to the operations and processes he undertakes to 
teach. 


For every occupation, there is a minimum of productive ability 
wich an individual must possess in order to secure or retain 
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s will be effective in proportion as it 


employment in that occupation. If skill deve p- . 

not carried to that point with that individual, itis neither personally 
or socially effective. 

Skill training must recognized conditions as they are 
and musttrain individual to meet the demands of the market even 
though it may be true that more efficient ways of conducting the 
occupation may be known and that better working conditions are 
highly desirable, i 

The effective establishmentof process habits in any learner will 
be secured in proportion as the training is given on actual jobs 
and not on exercises or psedo-jobs. 

The only reliable source of content for specific training and skill 
development in an occupation is in the experience of masters of 
that occupation, 

For every occupation there is a body of marketable skills and 
content which are peculiar to that ocoupation and which practically — 
has no functioning value in any occupation. l 
Skill development process will render efficient social servicein 
proportion as it meets the specific training needs of any group at 
the time they needs it and in such a way that they can most 
effectively profit by the instruction therein. 

The skill development process will be socially efficient in proportion 
asin its methods of instruction and its relations with learners it 
takes into consideration the particular characteristics of any 
particular group which it serve. 

Skill development training will be efficient in proportion as it elastic 
and fluid rather than rigid and standardized. 

While every reasonable effort should be made to reduce per- 
capital cost, there is minimum below which effective skill 
development training cannot be given and ifthe course does not 
permit of this minimum of per-capital cost, skill development 
training chould not be attempted. Adapted from: (Prosser and 
Quigley 1949, and Okoro, 1993). ; 


Breakthrough - Job Areas 


The following are examples of breakthrough Job Areas where 


skills development can take place. 
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ct s oil palm, cocoa, teak production 


ee eyes 


Y 
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Building construction and supervision 
Computer hardware, software and networking 


Aluminum fabrication . 
Air conditioning and refrigeration maintenance 
Operation and maintenance of power generating sets 


Sign writing 
Painting/creativity jobs 
Automobile mechanics 


interlocks 
Acting/Dramatist 
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works T 
Architectural sculpture and design e.g. production and selling of 


50, 


Fishfarming 

Arable crop production, like maize, groundnut, cowpea, cassava, 
millet, soya bean. 

Processing and storage of farm products 


Tasks, Skills and Ideas for Developing Breakthrough Programmes 
among Entrepreneurs in Schools 
The following 


breakthrough ideas and tasks stiould be undertaken 


to promote programme success among entrepreneurs. 
1, All entrepreneurs should be enthusiastic about their programmes, 


2. 
installation and 
3 


\G 


They should learn fast from people on the job 
All successful entrepreneurs should: 
Choose interested people from industries and/or a guidance 
counsellor to serve on their advisory committee, 

Constantly improve on their interest, talent and aptitude to promote 
their business. 

Provide interesting and “catchy” titles for all their programmes or 


activities. 
Go out on filed trips, surveys, interviews, google for project 
ini 


improvement 
Publicize their entrepreneurial activities through the media, 
newsletter, radio, bulletin, hand bills, TV show etc. 
Team up with other departments in the school or in government 
circle when planning their projects. 
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11.1) ‘INTRODUCTION C 


This chapter aims to explain how & business plan can be used effectively as an on- 
going monitoring and strategic planning document which, although it may need 
revision, should be effective for several years d u strategic planning too! for the , 
entrepreneur, 0 i 


a careful research process and subsequent planning procedure, It should be 
regarded as part of that procedure but not as the end of thal process. The business 
plan is part of the on-going process of strategic planning for the entrepreneur und 
small business; whether produced for a start-up business or for an existing 
business, ft can have several purppses: it muy be required to obtaln grant funding 
from an agency, Verve as a strategic planning document for the entrepreneur, us a 
| plan io guide the business serve as a basis for taking decisions ancls a 
subsequery monitoring device, at 
V „ Ou problem when detigring and writing a business plan, is thar different 
funding, bodies can have different requirements, Even among different bank 
managers, there were considerable different expéciations in terms of what was 


start-up business as already seen from the research. in addition, venture capitali sts 
will require 2 much more detailed business plan and perhaps, more market 
imalysos than a bank manager will, for the obvious reason that the venture 
capitalists will not be able to take security to safeguard his/her investment. 

Thus the advice to potential and existing enlrepreneurs before writing the 
business plan is to soek to, determine what formal the potential funder prefers ir 

„ terms not of content but of seeming This will avoid unnecessary re-writing a 
ese plan or changes to the presentation. It is best to have a ful} business 

plan that you are satisfied with and will serve you as the ontreprénour when taking 
Strategic decisions for the business. Remember that the. business plan should be 
produced for yourself, not for the potential funders, t can be modified, shortened, 
summarized or extended for different potential funders (or users) and you should 
he prepared to make these changes. 


f However, Edward and Salvatore (1983) define e business plan as a writien 
an 


te 


ment describi g. the at, who, where, HOW, on) ane i 
operating a new (or existing) venture. I particularly useful to 
68 


E ns tie u forces bin ts come to gripe immediately with the basic 
te Of his bu i 1850 


po giness, 
11.2 IMPORTENCE OF BUSINESS PLAN- 
À Ei “NS fe A Se 
Nen ere à lot of Benefits to be derived from a good business plan by 


entrepreneurs. Most, small business and entrepreneurship experts strongly 
recommend the devélopment of u business plan. A. business plan _ according to 


expected and required from entrepreneurs when producing u business:plan bor a 1 


Designing and writing the business plan should be seen as the outcome of wi 


Íi 


vl 


t 
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E 
(1985) suggests that a well-prepared business plan can take 200 to 400 hours or 


even 


more to complete, depending on the complexity of the business 


contemplated, the strength of the competition, the number of different parties 
involvedgand the member of other factors that must be considered, 


However, Jeffrey el al (1985) enumerate several important purposes a 


_business plan serves. These are: Y 


0 


(lv) 


113. 


It helps prospective owners and entrepreneurs W e think through ! 
every aspect of their proposed endeavour. Since the plan requires writing 
down information about such aspects of the involved, financing ; 
requirements, and intended markets, prospective owners and entrepreneurs | 
are forced to think concretely about such matter, o 
A business plan helps prospective owners and entrepreneurs obtain 
financing. For example mosi financing institutions require that a business | 
plan accompany applications for the agency's small-business loan 
programme. Most private investors will not even consider financing a } 
venture without seeing a well-thought out plan, - 
A business plan provides a basis for measuring plan progress. Some 
experts argue that planning is particularly for new ventures 
because of their inherent instability milestones for'periodic reviews, during 
which assumptions and accomplishments can be compared. Careful 
monitoring increases the likelihood of identifying significant deviations 
from the plan and making modifications before the frail new venture is 
forced out of business M 

Business plans oñen help prospective owners and entrepreneùrs establish 
credibility with others. Those to establish credibility with include the 
potential employees, potential suppliers who my be more willing to 


products and services. 


(ary TO NOTE WHILE WRITING THE BUSINESS PLAN 


domie hints and guidelines are given below In terme af the actual writing’ and 
presentation of the final business plan: 


1. 


At a relatively early. stage, the construction of the cash flow Statement 
should be undertaken, perhaps after the analysis of the. et 
This has the advantages of deciding what information and forecasts need 
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7. 


to be justified and explained. Also whether sufficient research has been 
done and finally whether there are any additional expenses that need to be 


“calculated, 


Always stari esch section on a fresh page. J This helps io improve 
presentation and enables the user to find sections quickly. 

Avoid where possible. This is to save the readeruser the 
difficulty in referring to data while reading the appropriate section in the 
business plan. may be used sparingly. 


Do uso illustrations} but do not overdo this. Illustrations are used and can 


help the user te data quickly, 

Do include some notes with the accounts, whether you are providing a 
cash flow statement only, or a more detailed set of accounts that may 
include profit and loss and a forecasted balurtve’sheet. 

Do put contact names on the front or inside page of the business plaf. Pur 
copyright if you want to. 
The business plan should not be too long. P 30 pages including 
uppendices is a rough maximum (or 10,000 words as maximum). There is 
no ideal length; although there is little point in producing a very detailed 
plan if the only aim is to raise a small capital from bank. 

Bind the business plan securely (not stapled) and provide a cover that will 


. stand up to some wear and tear. It is recommended that loosely spiral or 


9. 


114. 
(A) 


(1) 


ring-bound type should be used instead of hard cover bound. This is 
because of the flexibility that will allow one to modify und produce 
different versions of the same business plan for different users and 
funders, which the hard cover will not provide, 

Finally, the business plan should always "stack-up"; that is, the topics 
treated should always synchronize. 


HOW TO DESIGN VARIOUS BUSINESS PLANS 

The following sections are recommended when designing the content of 
the business plan. These sections are not prescriptive and can be modified 
to suit the purpose of individual cntreprensurs and business plans. Deakins 
(1996) suggests the following business plan design pattern: — 


Executive gummary 


Although the executive summary should be the first section, it is likely to be the 
tast section to be written and it can be the most difficult because you have to 
summarize the main contents of the business plan. 


In summarizing, always try to include; What the venture is all about; What 


market and potential businesses are Profil forecast and expected retum on 
investment; and the amount of money you now seek; in what form, and for what 


purpose, elc 


+ 


nin E es — 
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(2) introduction 
A short introduction should give some backgroútid tö the business, the key 
people, and an introduction to the nature of the business and the industrial sector, 
This section can be used to give the main aims and objectives of the business 
plan, Is it to map out an expansion plan for the business? Or is it to provide a 
strategy for the launch of a new business? 

The aims and objectives could be placed in separate section, There are 
difficulties in differentiating between what aims and objectives are, A general 
guide ie that aims can be considered to be quite broad and less specific thun 


Objectives. Objectives should be written in terms of specific outcomes. For 


examples. an aim ofu five veurs business plan would be to: 

` Provide a sirategy planning process to become a major competitdr in the 
Industry, whereas an objective of the same business plan mi ght be to: 

a Achieve s fourfold growth in sales within five years, 

a In the introduction you can provide additional information like the nature 
of incorporation if a start-up, whether the company is registered or not, 


(3) Market Analysis and Research k 
In this section you report the findings of market research that might have been 
undertaken along the lines suggested before, Illustrations of the main findings can 
be quite useful for presentation purposes and for potential readers of the plan. 
However, those readers will not want to wade through a large amount of 
information and data. If the questionnaire that has been used as the basis for the 
research has been well designed, then it should be possible to present the 
information and analysis in the form of summary tables with brief comments on 
the significance and importance of market analysis and sumumaries of the potential 
total market and market share. ee 
The marketing plan effectively sets out how sales are to be achieved, it 
may include all aspects of the so-called "marketing mix.” —, 
é Pricing policy 
* Promotion (advertising and other forms of promotion) 
e Production: The outiets and marketing strategy ahould reflect the 
swe production capabilities of the business, J 
5 Place; How are the goods going to be distributed and how are they to be 
sold? What outlets are being used? Are direct selling methods to be used 
or are agentybeing used, perhaps working on commission? 
Access to retail outlets can be a problem for some businesses, You need to 
demonstrate that you have given some thought to this and you have secured retai] 
outlets, if the product is new, j 
(4) Production Strategy ~ 
If your business is concerned with manuficturing and production, s separate 


BUSINESS PLANS.DESIGNS AND INPLEMENTATION HI 
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section should be devoted to che planning of production, You will need to identify 
the additional resources and capabilities that will be required for new production 
levels.. For a new start-up business that requires production facilities, then 
obviously the business plan will need to describe how these are to be obtained and 
how staff are to be recruited, hi 

An important element of any manufacturing business is timing production 
to coordinate with sales orders and to match supply of materials with production, 
because resources and finance will be required before products are made, before 
gu les are made and certainly well before income is received. 
To aid the planning process, It is worth providing an action plan. The purpose is 
10 map actions against time and the production process 


(8) Swot Analysis 
SWOT analysis involves the identification of Strengths, Weaknesses. 
ties, and Threats for the business, SWOT ualysis should consist of u 
of short power points so that the reader can see quickly the main strengths 
and weaknesses of the business and the opportunities, Let not the power points be 
too short that the meaning will be lost. There should be an honest and articulate 
balance in the strengths and weaknesses because a long list of strengths and a few 
Weaknesses |a likely to mise suspicions from potential funders rather than impress 
them, It is always better for the entrepreneur(s) to write the SWOT analysis, 
which must always 'fit the business plan, 


(6) Competition 

The competition and a section dealing with competitive analysis will follow from 
the identification of threats in the SWOT analysis. The extent of knowledge on 
competitors will probably vary, as to the major competitors and what their relative 
strengths are, I is also useful to identify what strategies they have used o 
establish their market position. For example, have they used market nicheing 
strategies? Or perhaps, more aggressive market penetration strategies? Or have 
they established their pos ii on merely by reputation. 

You should alo give some thought to potential competition. As 
opportunities develop, it could be that you face competition either from additional 
entrepreneurs (new start-ups) or from the existing competition. If the business 
plan is to be a valuable document over a three or five year planning period, then 
some thought must be given to that competition. 


It is always desirable to conduct a limited amount of r maida. 
‘that will demonstrate to potential fund providers, outcomes e reaction of 


existing and potential rocupetitors. 12 hee ai 1 < N i al 
(7) Competitive Strategy + s ry) 
This is the most important section of the business plan, since it should map out the 
strategy for the survival, development and growth of your business, A strategy 
— — y ‘ 
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should be identified that will enable the business to meet the aims and objectives 
Which will have been set out in the early pan of sections of the business plan, The 
development of competitive strategy will be the natural outcome of the process of 
researching the market opportunity, the nature of the, product or services, the 
SWOT analysis, and the competitive analysis, 

Porter (1980) has provided a well-known taxonomy of generic market 
strategies, which are indicated below, It is likely that your strategy will fall into 
One of these three categories. Porter shows, that competitive strategies are a 
response to the environment, in which the business operates; in other words they 
ure generic to the environment and the nature of competition faced by the 
busThess. Porters three generic strategies are described below: 


e Cost leadership ' i 

Under this strategy, the emphasis is on maintaining a competitive edge through a 
cost advantage over competitors, The advantage of cost leadership for 
entrepreneurs will lie in the generation of additional income that may result from 


cosi reduction and which may be re-invested to provide new production 
techniques or products, ‘a 


* Differentiation I ae 

This strategy may follow from a need to diversify production or services, I 
should not be confused with the third (focus) strategy, It is a strategy that is more 
likely to apply to existing and well-established producers; perhaps, products huve 
entered a maturity stage of their life cycle and there is a heed to diversify 


production to maintain growth in the firm, 


a Focus i =, 

The third strategy is the one that is most likely to be adopted by new firm 
entrepreneurs, It recognizes that many market’ opportunities result trom 
specialization, There is no right or wrong strategy, but it must be appropriate for 
the business, the operator, the market, and the business development plan. 


© en Success Factors 

the identification of critical success factors is a useful section that should be 

included in the Final business plan, It can serve as a useful summary and check of 

stead potas act a ata in other sections of the business plan and are best 
w è cnd of the ou mi 

following 1 business plan. bach ad 895 to think about the 


o upon? Are they factors 


0 What factor does the si wer 
concerned with gaining order or are they © WII ing quantity ` 
ftom supplier? , 


= 
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(ii) Hoy important are the key personnel to the success of the business? If a 
Key member of staff leaves, how will this affect the performance of. the 
business? How easily can they be replaced? i 

(iii); How important is the strategy of the business? Does the success of the 
business depend on obtaining appropriate skilled staff? F 

(iv) Dos the success of the strategy adopted depend on how competitors 
react? ‘ 


It ig worth considering esch section of the business plan and identifying just one 
or more key factors from each section that will be critical to the performance of 
your firm and to its success, Having identified such factors you can adopt 
strmegies that can ensure success or lead to alternative arrangervetrts. Fot 
example, ifa supplier is identified as a critical factor, you may wish ta investigate 
alternative arrangements of ensuring supply. 


A N 
(9) Oman flow Statement 2 Y~ t 


The cash flow statement contains the projected income from sales and other 
sources and all the expenses concerned with the launch and operation of the 
business. The importance of the cash Now statement is that it shows the timing of 
Income and expenses and should show all these figures for 12 monthly periods of 
up to three or perhaps five years, depending on the potential users of Ihe business 
plen, Tt shows the liquidity of the business at any one time and reflects the need or 
otherwise to raise funds and credit, If the business plan is being prepared for u 
bank manager then it is unlikely that cash flow forecasts will be required beyond 
three years. If, on the other hand, it is being prepared for a venture capitalist then 
it is more likely that five-year cash flow forecasts will be required. 


(10) forecasted Profit and Loss Account 

lt is advisable but not essential to forecast an end of year profit and loss account, 
This involves udding up all the trading income, subtracting cost goods sold to yet 
the trading profit and loss. General expenses for the-year-can be totaled, including 
depreciation subtracted from the trading profit to get the net profit. 


(10 Forecasted Balance Sheet ' 
Particularly, bank managers sometimes require a forecasted. balance sheel. and 
this can be relatively easily calculated from the projections fol thd end of the yenar, 

The balance shest is a statement of assets and abilities at any particular 
time period. As a planning tool it is not very useful, since it only provides a 
snapshot at any one time, but it seems to be required by bank managers (Fletcher, 
1994), A number of financial ratios can be calculated and included in terms of 
profitability and liquidity, It is not necessary to go inſii detail on the calculation 
and usefulness of these, but standard business planning software wil) calculate 
these automatically. Mae ret 


Get more resources like this on www.oyesource.com/download @ 


‘ 


2 BUBIMESS Pl vis: ESG AND IAWLENENT ATION 115 


23 . — ES 
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e ; bi my ook“ 
f (12) Sensitivity Aunlysle 3 G When a biy 5 proclucl or servicot: 

‘he purpose of the sensi vito matysis ix ip provide a test of Ure susceptibility % eee Where Wilk tiay e 

e business la changes, or e wsi ef the robustness of the business proposition to v Why will they buy it? 

cope with unforeseen changes. We cum assume. ihat the most of the expense b Who are the competitors? 

forecasts will be decurute, Despite careful research income, forecusts will stil) . Where ure they? 

contain some uncertuinty and the purpose of sensitivity unalysis is 10 examine the ° How strong aire they" 
‘consequences of chunginy some of the income forecasts on the not cash Now, | ® What are the jolal market potentials? 

There is little point in developing any sensitivity analysis beyond the firs! j e Atte they growing? a ; 
year of operation, but it ie worth formuinling for pplimistic and pessimistic (5) Forecast your share of market, if possible, then foresust your sales revonuc 
seenurios, ; overa à- your period, broken down as follows: 

The optimistic scenario might increase sales end other income by I} per isk your» monty 
cent. Expenses will need to he udiustod to allow for this, for example Lhrouh * Second your - quarterly 
increased cost of materials, and perhaps through increased salary casts, The | Leddy gt i 
pessimistic acenario might cecronse sales and other income by 10 percent: with Next answer this question: Why do | believe my sajes revenue forecast is 

appropriate adjusiment of expenses. i voolistie’! 
i 9 5 i (6) Choose o site for your business, Then answer this question: 
(B) Alternative Method or Steps in Developing A Business Plan | „ Why do J prefer this site to other possible sites? 


The steps below will give you enother good idea of what is involved in pulling 6% This atep applies oniy to entrepreneurs who plan te go into manufaesuring 


expenses, business education, and desires. Then answer this question, Why 


| together è business plan, The timetable for developing the pian will depend on the Dovelop your production plan answering these questions: 
completing of the situation and your own schedule, Nicholas (1990), enumerate | „ How big should my plum be? 
some steps in developing u business plan, thus: | . How shull sity production process be laid ont“ 
; ‘ What equipment will | need’ , 
(1) Make commitment to go into business for yourself, | 4 fy) what size” 
_ 2) Analyze your strength and weakness, paying special attention to your | „glu will J control the waste, quality, and inventory of my 
25 


; product? Bo 
should 1 be in business for myself? | (8) Develop your marketing pian, unswering such questions as hese; 


(3) Choose the products or service tal best fils your strengths and depres; 


; ‘ How am] going to creme customers? 
| then answer these questions, i Al what price’ ' 
* Whal need will my producl or services fit? ' By what Kinds of advertising and sales promotion 
i 0 What is unique about my produci or servioes? How do | know it is > Through persunal selling’ 
j 7 + As * H a f 
i unique’ 
P g t How? 
ji haen will my produet or wervices da HOF Fay beer? WW tant will (9) Develop your Organisation) pian. answering Unis question: 
nm do? i we PA „ What kind of skilis and tems will | need io make my 
N What should it do later that doe not now do? business grow? — 
| 6) $ Revearch thie muftet for your prochust or ene avoi ’ è Draw up at oarzasizational chart hw spets out who dues what. 
| er us lpia ; 8 | who has whid authority. ung who reports te whom, 
| K Who are my customers? 5 | (40% Develop your legal plan, for focusing on wheiber lo form a soit 
| 5 Where are they? 3 i l | proprictorship, a partnership, or a corporation, and then explain your 
„ ` Whatis tholr average income? es. 
i 7 How da they buy? i | i Develop your a¿counling plan, explaining the kinds of records and 
| 0 At Wag price? i 8 repons you need ard how yot will use then. 
6 In what quantities? i — 


| | A 
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~ (13) 


(14) 


- business und how much cash you expect will Naw in and out of your business, 
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Develop your insurance plan. answering this question: 


Whal kind of insurance will nerd io protect my ventures ugainsi 
nossible loas from unforeseen events? 


Develop * computer plan, spelling oul the ways that computer services 
may help you plan and contro! your business. 

Develop your financial plan hy preparing these statements: 

A 3 -voar cash budget. Show how much cash you need before opening for 


broken down es follows: 

First yeur monthly 

Secang your- quarterly 

Third year - yearly 

An income statement for the first year only, balance sheer for the beginning and 
end of the first year, A profit graph (break-even chart), showing when you will 
begin to make a proti. Then determine how you will finance your business and 
where vou expect 1u rine money. 


15) 


(C) 


Write a cover letter summarizing vour business plan, stressing its purpose 
and promise. 


Third Example of Writing a Business Plan, 
Entrepreneurs have bean lavished with various professional methods of writing 
business plin es detailed in A, B. and C. It should be noted here that the three: 
methods are guides only. Same of the headings described may be unavailable or 
_ unnacessary, What the entrepreneur should do is to pick those areas that concern 
what is being written and develop them. Here is yet another detailed outline 
format of writing busmess plan. 


Introductory Page 
Name of business 


Include address and Telephone number, 


Legal structure 
Date of star! -up (or incorporation, for a limited company 
Brief details of yourself and partners (if any) or Management team. 


Ownel's name and telephone numbers 


Description of company 


Products or services offered by business did market area 


Securities offered to investors or, tenders 


Outline securities such us preferred shares, ordinary shares, 
debentureg, eic. 


Business loans sought 


y — — 


—— — — 
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(a) 


(a) 


° Such as term Joan. operating line of credil, morlguge 
' Summary of proposed use of fimds 


Summary 
‘Highlights of Business plan 
„ proſeruby one-page mux iu x 
' Include your project, competitive adyantuge and bottom hne 


Table of Contents 
* Section tithes and pave numbers should be given for swy referer 


scription of The Industry 
Industry outlook und growth pasenti) 
„ Outline industry trenda- past present and future and sew 


developments 

0 Stile your sources of information 

Markets and customers 

* Estimate size of total market share ond aules, new requirements; 
market trends 

Competitive Companies 

‘ Market shares, strengths and weaknesses, profitability trends 

National and economic trends 

„ Population shifts. consumer indicaters 


Deseription of Business Venture 

Nature of Business 

‘ Characteristics, method of operation, whether performed lou 
regionally, nationally or inte ma tional ly, 

Target market 

y Typical clients identified by groups presen business pattems : 
average camings, wants, and needs. 

Competitive udynmuge of your business concest 

* Your market niche, uniqueness, estimated markel shure 

Business location and size 

* Location relative to market, size af premises, home or ul ice ese 

Stalfand cquimnent needed 

° Overall requirement capacity, home office use, pan oF fuli 

staff or as required. 

Brief History 

e Principals involved in the business, or proposed business, 

development work done, CM's of key associates if upplicahle. 
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(6) Business Guals 
(a) One year 
5 Spocific vouls, such as gross stiles, profit margin, share of market, 
opening new office, introduding new service ele. 
(b) Over the longer term l ; 
° Return on investment, business net worth, sales of business, 


(7) Marketing Plan 
(a) Sales Strategy 


* Commission sales Staff, agents employees 
. Seles objectives, sales tools, sales support 
„ Target clons ; ti 
(h) Sules approval i 
« Bryle of operation and techniques 
(e) ` Pricing 
; 0 Costing, murk - ups, margins, break-even 
d) Promotion ; 
G Media advenising, promotions, publicity appropriate to each targel 
mariel 
s Techniques of developing exposure, credibility and conlucts 


(e) Service Policies that your business will adopt with regard to credit and 
collection, tendering, types of customers 


) , Guaruntess * 
t Service; performance guarantees or other assurances will vary 
depending upon nature of your business and type of contract or 

clients, 


(g) Trucking methods ; 
0 Methods for confirming whom your clients are and how they beard 


7 about you. 


(8) Sales Forecast: 

(a) ‘Assumptions 
t One never hes all the necessary information, so state al] the 

assumptions made in developing the forecust 

(b) Monthly forecast for coming year 
e Sales volume projected in cash tems, 

(c) Annual forecast for following two to four yours i 

e ` Sales volume, projected in cash lermms The sales forecast is the 
starting point for your prajeoted income statement and cash fiow 


) j — forecast. 
i$ 
4 


(9) Production Pian (Manufacturing) 
ia) Brief description of production process 
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b Do not be loo technical 
(b) Physical plant requirement 


1 Building, utility requirements, expansion capability layout. 
(o) Machinery and Equipment 
‘ New or used, lease of purchase, capacity : 


(d) Raw materials; ; i 
* Readily available, quality, sources 
(e) Siock requirements 


0 Scasonal levels, turnover rales, method of control 
( Suppliers 
‘ Volume discounts, multiple sources 


(a) Personnel required , 

* All-time, pant time skill level, availability, training required 
(h) Cost of fhojlities, equipment und materials 

° Hisiimates and quotations 
) Capital estimates 

. One time start-up or expansion, capital required. 


(10) Operations 
(i) Purchasing plans 


à Volume discounts, multiple sources, qualily, price 
(W) lnwentory Syslenn. 
b, Sensona! variation, turnover rate, methpd of control 
%% Space required i 
. Floor aud office spece, iniprovements required, expansion 
oapability 5 
(d) Staff ond equipment required 
0 Personnel by skil) level 
° Fixtures, office ¢quipment 
) Opemtions Straiegy f 
(11) Corporate Stricture 
{a} Legal form 
* Sole proprietorship, purlnership, comporation or cooperative 


(b) — Share distribution , 
. List of principa! shareholders 
(c) Contractors and agreenients 


* List of contracts and agreements in [regen 
* Management contract, shareholder, e partnership agreement, 


_  wkerviee.contzmct, Ioases 
(d) Directors and Officers 
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° Names and addresses, role in the company 

Buck ground of Munipement teari 

a Brief CVs of active owners and key employees 
Supporting Professionul Assistance oe. 

° Professionals on contract in specialized or deficient areas 
Orgunizational Chart i 

« Identify reporting relationships 

Duties and responsibilities of key personnel 

s Brief Job Descriptions-who is responsible for what 
Research and Development Programme 

Product or service improvements, process improvements, eosta and risks. 


Risk Assessment 

Competitors’ reaction 

Will competitors try to squeeze you out? What form do you anticipate any 
reaction will take? 

List of critica! external factors that might occur: 

Identity effects of strikes, recession, new technology, weather, new 
competition, supplier problems, shifis in consumer demand, cost of delays 
and overruns, unfavourable industry trends, 

List of critical internal factors thal might our 

Income projections not realized client dispute or litigation, credit contro] 
difficulties, demand for services increases very quickly, key employee 
loaves or purtner becomes sick or dias. 

Dealing with risk 

G Contingency plun to handle the most significant risk 


Overall Schedule i f r . 
interrelationship) anc training of all major events important:to starting and 
developing your business 


Action Piau 

Steps to accomplish this year’s gual 

è Fiow ghari by month or by quarter of specific union to be taken 
qud by whom. w 

Cheakpoinſe for measuring results 4 

„ cen significant dates; sales levels as decision points. 


UM Hihangitt Foreeqst 

Ia business has beep. in operation jor u perioed af time, the previous yenrs’ 

balance shigets and income statements are required, preferably for the past two or 
lues yess, 


{b) 


1 
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a) Opening balance sheet 


„ he balance sheet is a position stutement, not a historical record. it 
shows what is owned and owed ata given dule. 

' There are three sections lo a balance sheet: assets, liabilities, and 
owner's equity. You determine your finn’s nei worth hy 
subtracting the liabilities from the us cis. 

' Your balance sheet wil) indicate how your investment! has grown 
over a period of time. Investors und lenders typically cxamine 
balanve sheets to determine if the compuny is withir uccyptably 
assets to liability: limits. : 

Income and expense forecast statement (profit and loss) 

* The income and expense forecast could be described as the 
operating statement you would expect to see for your busitiess at 
the ond of the period for which the forecust is being preparod, . 

„ Por a new business, the forecast would show what revenue und 
expense you expect the business to have in fis first yeur of 
operation. 

' lt is very useful, of course, 10 prepare a forecast for a pered longer 
than one year. A detailed operating forecast for the following two 
years is suggested. ; 

. Preparing an income ond expense forecast for a pew business is 
more difficult than preparing one for an existing business, simply 
because in a new business, there is no historical record to po by. 
For this reason the preparation of this forecast is oven more 
essential doing it for an existing business. despite the time and 
effort required. This analysis exercise will answer the question of 

whether or not a profit will be made. 

„ The income statement is the most difficult because it is the most 
uncertain at the commencement of business. Jt ig essential that u 
conservative estimate to be projected. 

„ The main concert is tu account for expenses accurately and ir as 
much detail u target or break-even figure toward whith to werk, 

0 Some headings may not be appropriste for your type of busses; 
other headings should be added. 


Cash flow forecast 

+ A cash flow budge: measures the flow of money in and out of the 
business. li is critical a you and your bunker, 

* Many businesses operate on # susonal basis, us there ure slow 
months and busy months: The cash-few- budget -projeviion will 
provide an indication of the times of a cash flow shortage ta assisi 
in properly planning and financing your operation. It will tell you 
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in advance if you have enough cash to get by, 

A cash flow budget should be prepared a year in advance und 
contains monthly breakdowns, 


Cush flow assumptions 
When reviewing the cash flow plan, certain assumptions should be made. 


Sates: Monthly sales (consulting service fees) thal arc expected to 
materialize, 
Receiptu Cush sales represent cash actually received: debts 
collected represent the collection of amounts due for goods sold on 
credit} rental income is rent that will be collected in advance at the 
beginning of each. s 
Disbursements: Accounts payable to be paid in the month 
following month of purchase. 
Avcountiny and Legal: To be paid upon receipt of bill, expected to 
be pald añer your fiscal year end. Financial statements have been 
completed, 
Advertisement: Anticipated to be the same amount each month and 
paid for in the month the expense is incurred, 
Car: Anticipated to be the satne amount each month and paid for in 
the monti the expense is incurred. 
Bank charges and interest; Anticipsted to be the same amount cach 
month and paid for in the month the expense is incurred. 
Equipment rental; To be paid for in monthly payments. 
Income wa: Amount for tax of the prior year and 1 be paid in the 
next season, 
Insurance annual premium: To be paid quarterly, semi-annually or 
annually in equa) installments. j 
Loan repayment: Amount is the same each month and paid in 
accordance with the monthly schedule furnished by the Jending 
institution, 
Office supplies and expenses; To be paid in month following 
receipt of invoice and supplies to be purchased on 4 quarterly busis, 
Licenses; To be paid upon due date, i 
Telephone: ‘l'o be paid for quarterly in month afier receipt of bill. 
Amount expected to be the same each quarter. 
Ulilities:' Expected to fluctuate with weather condition: and 10 be 
paid for quarterly, 
Wages und Benefits: Wages to increase after pay review. Amount 
3 considered to be the same each month and paid one month 
n arrears. 


(e) 


| 


C R (b) 


Miscellaneous: Expected to be the same euch month und paid for in 
the game month the expense is incurred 


Break-even Analysis: 


Your break-even analysis Is 4 Gritival calculation for every 

business. Rather than calculating how much your firm would make 

if il attained an estimated sales volume, & more meaningful 

analysis determincs al what gales volume your firm will breuk 

even, An estimated sales volume could be very unreliable us there 

are many favtors, which could uffect rovenuc. 

‘The calculation of a break-even point for. overy smal] business is 

one of the crucial piecos of information. Above the break-even 

gales volume, it is only a matter of how much money your business 
oun generate; below the break-even level of sales, it is only a 

meter of how many days a business can operate before 
bankruptcy, 

A break-even analysis provides a very real and meaningful figure 
io work towards and might need updating every few months to 
reflect your business growth. 

The break-even point is where Latai costs are egual 10 totul 
revenues. 

The calcululion of total costs is determined by adding variable 
costs to the fixed costs. 

dae, costs are all costs of operating the business over A specific 
period. j 

Variable costs are those cosis that vaty directly with the number ol 
porvices provided or marketing and pramolion ativities 
undertaken, These typically include car expenses. business truvel 
expenses, supplies and brochures, Variable costs are nol direct 
costs, which are passed on to the client in the billing. 

Fixed cosis are costs that do not generally vary with the number of 
clients serviced, Also known as indirect coets, these casts typically 
include salaries, rent, secretarial service, insurance, telephone, 
accounting nd legal supplies. 


| Finance and Capitalisation 


Term loan applied for 


The amoun, terms and when required 


Purpose of term loan 


Attach a detailed description of the. aspects of the business lo be 
financed. 


Get more resources like this on www.oyesource.com/download @ 


Owner's equity 

* The amount of your finantin commitment lo the business 
Summary of ern loan requirements ; 

„ For à particular praject or tor the business as u whole 


Operuting Loan 

Linn of credit applied for 

„A new credit or un increas, und security offered 

(b) Maximum aperating cash required i 

. Amoun required, timing pf need (refer to cash flow forecnsi] 


U9) Present Finunelul (I Applicable) 
(a) Tern: loans outstanding 


. The balance owing, repayrnent terms, purpose, security and statues 


(b) Current operating line of credit 
° The umom and security held. 


r Releronces 
i Name of present lending institution -Bank and t f 
1 | on -Bank and type of accounts 
è Address and telephone number 
e Accountant (name and practice name) 
r Address and telephone number 


(21) Appendix 

5 nature of the coments of the appendices attached, if any, depends an the 
3 and requirements of the lender or investor or the desire to enhance 
the loun proposal, U is recommended that Lie appendices be prepared for your 
pi benefit and reference to assist your business analysis, and 10 be available if 
the information is requited, The following list is a guide only; Delete inapplicuble 
ones, p 

(a) Personal not worth statement 


: Includes pessonal proporiy values, investments, cash, bank Souns, 


credit accounts, 
' Mortgages and other liabilities, This will substantiate the value of 
your personal guurantes if required for seourity, 
(b) Lollar of intent 


„ Potential orders or client commitments 
(e Description of personal and business insurance coverage 
b Include insurance policios und amount of coverage 


d) Summary of Debtors 
* Include ageing schedule of 30, 60 and 9N day periods, 
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(e Summary of Creditors : 

b Include schedule of payments and totul amounts owing 
( Legal agreement ui 

0 nchide a copy of contracts, leases and other documents 
(gy) Appraisals y . ; 

e Pair market value of business property and equipment 
(bh) Financial Statements for-associned companies 

0 Where appropriate, u lender may require this information: 
(i) Reference a i 
Ü)  Sules forecust and market surveys 
(k) Us of investors 
(1) Credit stavus information 
(m) News urticles about you and your business, 
11.8 FURTHER HINTS ON WRITING BUSINESS PLANS 


As the Business plan is reviewed in subsequent years, the advantages of forward 
planning should become bpparent, The business plan should serve to guide. 


— — 


planning throughout the life of the business. The entrepreneurs thiota tike note 
of the further Hints below: r 


2. 


3. 


Be confident in the presentation of the Business plan. Careful research 
should increuse confidence, Potential funders will need to be finpresied by 
your own confidence and knowledge behind the forecasts thar we in the 
business plun, No matter how well the business plan is prepared, potential 
buskers are still influenced ke preseniatians,> 


Prepare for questions on the business plat.’Té ‘there anything missed om“ 
If profit und logs is not presenied, same rough cileulations will give b 
potential backer un introduction and may prepare jor questions on this. 


Do take the business plan to different agencies anc backers and pet their 
opinion on how it "stacks up" ; 


Do nol give up, if you cannot obtain fimding at the first attempt. For 
example, rescarch hus shown’that different bank managers oan huve quite 
different interpretations of the sume business plan, despite the advent u” 
expert system and credit scoring (Deakins and Hussdin, 1991) 


Be prepared to accepl a long process vetting, if you-are seeking funding 
from a venture capitalist. The dus diligence procedure of a venture 
capitalist cen take six months or more before a decision is made on 
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whether 10 back a preposition. 
6. if you can afford it, gel the Comment of u qualified: accountant to verify 
ihe contents of the business plan, Rereurch Hug shown that bank managers 
dre more (positively) influenced by business plans mat have hoen 
authorized by accountants, : „ We güne kacken de 
A thers! ` „ heyt EPer sepa, ot —* 
7. Try to find out whet potential funders are looking. fornt jar i 
s ure looking for- Many agencies thui 
might provide funding have very specific criteria, o.g. that ypu attend 
enterprise-trhining sessions (it a new entrepreneur), Whether you need 
these or not. you will have ta attend to qualify for the funding, 


11% WHAT TURNS INVESTOES NNW wowo 


Ag investors skim through the hundreds of business wea thd and on their des) 
they are Jooking for four [deal characteristics: N i gii 


(1) Evidence of Customer Acvoptance be 
Investors like to know that u company's now products have alrondy being used, 
_ even if only on a trial or demonstration basis, ; 


(2) Appreciation of Investors Needs». T ' 

investors usually want to recoup their investment within, three or seven yours. 80 
ey want to see some evidence that entrepreneurs have thought about how 10 
make this possible, 5 


(3) . Evidenee of Focus 

investors want to fee! that u company's funders know which one or wo things the 

firm does first and concentrate their efforis on them, Investors know that 
_ company's trying; o do too many things won't-do any single thing 

allow for fast- trade growth, any Saale thing eo 


(4) A Proprietary Position 1 1 880 

Exclusive rights to a product or process usually comes in the form of patents: they 
alaa muy be obtained by copyright or trademark protection. A gompany with such 
protection has an advantage over its competitors, .- 


11% WAAT TURNS INVESTORS OFF. ` 
Four danger signs stand out most 10 financiers: , 
A Product Orlentutlon $ 


| \ 
This refers to a situetion where there is a single cause of excessive entrepreneurial) 4 U 


| 


‘opportunites, while nninising. posible 
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optimism, I is infatuation with the company's product rather than with the murket 
for it, Business plans that devote more space to describing the product than to 
deubling whe will buy it and how it will be gold make investors suspect that the 
company is really just a playpen in which the: founders can fiddle with thoir latest 


10Y5., f 


(11) — Projections that Deviute Excessively from Industry Norms 

Euch industry has a range of accepted financial results, If a fledgling company’s 
business plan makes projections that differ sharply: from ucceptable ranges in an 
industry, invesiors will worry (hat the entrepreneur has nol done his or her home 
work or is being unduly optimistic, 8 5 


(1) Onroallstle growth projections ; 
Entrepreneurs tend to inve aggregated expectations of long-term growth, 
investors know that and expect it But when the projections brgin tusing touch 
with reality, all kinds of alarms go off in investor's minds. Unless dhe speculator 
jeotions are explained und argued convincingly in the business plan, investors 
are likely to be skeptical. Only slightly less bothersome to investors. are 
entreproneurs who are excessively cautious in thelr growth projections. 


(V) Rollaneg on custom or applications wark 

When a company's basic product needs to be altered or especially designed for 
each customer, potential investors see high cosis und low „profits. Specially 
desi goods or services mey be successful, bul entrepreneurs forming 
companies of this type should expect resistance when they try to raise investor's 


funds, i 
The challenge for the entrepreneurs as they put together their business 
plans, then, is 10 convinga investors that the new venture will sxmloll higli- urowth 


11.8 SUMMARY 


Business pluns are very flexible. They can be nsed forboth large and smal) firms. 
for start upe or for expansions, for private or public sector organizations, and can 
bo u few pages or a substantial document running 10 10,000 words or more, 
supported. by appendices., Yet there ig slill no overal) standard format by which 
anyone individual businessplan can be measured. T4 ds bocuuse they: Are to varied 
and that they are relatively new (in evolution and use) that i is unlikely that there 
will be any standard. produged in the near future, So-how.do we measure whether 
a business plan is of good quality? We are lefi with that over-used phrase that a 
good business plan should “hang together." 

We have indicated that wal inis really means is that the different sections 
should be interconnected, that, iu should be underpinned by carefu) vrerearch, by 
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knowledge of the market opportunity, and that the N und ; ais 
should underpin the finuncial forecasts, The plan should be written with the l Chapter Twelve 
particular audience in mind, A plan designed to raise financing from venture 


a “ig need u pa approuch than one designed to obtwin financing „ Oh FACTRORS INFLUENCING 
aa Dunk, Venture capitaliste want to sue a strony retum on thelr investment; 3 TION OF SMALL BUSINESS 
on are More convened with the survival of the business so that A ean repay 9295 
“ 1 Guns. : A ` 
o Introduction 
„ Personal Factors 
Review Questions ö e lzconomie Factors 
(G) As consultant. prepare a business plan for your client who is thinking on „ Socio-Cultural Factors 
how ta font a good service compuny; choose a fitting format. | 
(2) What type of articulated hints will you give four ¢lient who seeks your | e Geographical Factors 
i udvice on how to got a good business plan? ) e Specific Factors 
(3) soins analyze What you think may turn investor on or off in any ¢ Summary 
enn „ „ Review Question 
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121 INTRODUCTION 


Some fwcloys are paramount in influencing the. location of business. A you 
entrepreneur should take note of these major factors before locating his busines 
hewuuse uny business that misses this basie foundation will suffer for it. Som 
fuelors are explained below: 


12.2 PERSONAL FACTORS 


In Jovating e business, cach entrepreneur has his values, dos und dor'is in mim 
before embarking on the business. With constant strikes, riot, and tensions nation 
Wide, some chireprencurs must have made up thelr minds on where to locate thei 
business and where nol to locate them, Some of these personal factors influence 
proatly the location of business by the entrepreneurs. 


123 ECONOMIC FACTORS 


Any serious entrepreneur must view coonomic luclors very seriously because 
Money is one of the mainstays of any business. When choosing, # location lo: 
business, he entrepreneur musi look at certain factors like the purchasing power 
of the larges nudiense, and the compolilive power of the linge: wudicnee 
Depending on the type of business the entrepreneur should take udvumuge of the 
Available economic factors- available before the final allpeution, 


12.4 SOCIO-CULTURAL FACTORS 


These play a tot of vole in locating business, The entrepreneur should wake inte 
consideration certain socio-ctiltural factors like the norms and tradition of the 
people, the infrastructural facilities such us pipe born water, yond roads and 
constant electricity supply. 

Equally to be noted is the religious traditions of the people: fer example, 
there is no business wisdom building u beer Jactory in a Sharia Sinte, 


115 GEOGRAPHICAL FACTORS 

Given the facts that different areas are blessed cifferently, the enwepreneur should 
exploit tae comparative advantage of that geographical area when logatiny his 
business, * 


12.6 SPECIFIC FACTORS 


There are other specific factors apari [rom the above general Saciere ih the 
logation of business depending on the nature of the business, These specitic 
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facturs relate ta the tine o! business. whieh the emrepreneur may find himsel! 
estublistiny, thoa; 


„Service Business 
The gntroprenguf should fire: of all wke decision on what type of service business 
he is inte: it is the type of the service business that determines the location, 
Gond and assessibic location is very germane for the location of business. 
for example; schools, elinie and restaurants are good or better ta be in highly 
populated neizhbarhuods, i i 


Retail Business 

Similerly, the entrepreneur should take care of certain factors when locating his 
retail business, Hodpels () 982) identifies some retail stores, which do well when 
sited near certuin other types of retail stores. Examples of such businesses are: 


(i) Men's and women's apparels and variety shops are commonly located near 
departmental stores, 


Gi) Restaurants, barbing shops, candy; tobaceo and jewelry stores ure often 
found near theatres, ‘ 


lin) Florists ure usually grouped with shoe stores and women's clothing stores. 
Gv)  Druy stares may be found in any of the above groupings, 


(v) Paint, home fumishing and furniture stores are generally in clase 
proximity to euch other, 


Wholesale Business 

It is always better for a whulesuler to site his business in un area where there js a 
-heavy concentration of the reteilers he supplies. At times he mey equally have 
some other retailers logated ir suburban argos. In Alis tase, he can select a site a 
the outskirts of the needs of both the city and suburban customers, 


Manufacturing Business 

‘The manufacturing business is best logated in an area thal has the host advantages 
of a minimal combination of cost of production and distribution. Jonah (1995) 
identifies some imponant specific factors that should influence overall location 
decision, which should include: 


{i Closeness to the market 


Cii)” Closeness to the suppliers 


! 
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(iii) Availability and cost of Labour 


(iv) Availability and cost of infrastructure; power supply, telephone service, 
y good rond network, closeness to railways where haulage of rw materials 
and finished products will be cheaper by rail, closeness Lo ports for cus 
shipping and receiving of goods if the finn is involved in exportation of 

goods etc, 3 


Enough land for the building of factory, parking facilities und for 
expansion when the need arises, 


(vi)  Acoessibility to the site. There should be less traffic congestion © the 
factory site, This is because of the need of case of movement of the 


factory trucks where avuilable, 
(vil) Federal, siate und local government regulations and taxes, 
(viii) Transportation service and cost, 


12.7 SUMMARY 


Just as many factors influence the location of industries, there nre sanis feclors 
that equally influence the location of businesses. Such factors are personal faccors, 
economic fuctors, socio-cultural factors, geographical factors und some specifie 
factors like service location, retail location, wholesale locaticn, manufacturing 


location etc. 
The entrepreneur should know that these fuctors enumeruled above should 


not be taken for granted when a business is to be sited, as they are paramount in 
ensuring the success of the business, ‘ 


Review Questions ee 
(1) Discuss, some major factors thet cen influeace the location ofa business? 


(2) Why do you thini; that the entrepreneur should nate some specific factors 
before siting a service business? 


Referentes ; 
Hodgets, MR. (1982) Bective Small Business Management. Academic Press, 
Ino. 


Jonah, 8.8. G, (1995) Entrepreneurship, jos, Jofegan Associnies, 
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24,5 SUMMARY 


A preduel can be defined as something an organisation markets that will satisiy a 
personal want or GU a business or connercial need. Imay be tangible, sought or 
nol Sought, inexpensive or expansive, esventinl or non-cssential to human lire, 
simple or complex, perishable or durable, 

The product developmen! process involves analysis of the market place. 
the buyer, the company's capabilitieg and the economie potential of new product 
ideas: Product development gives rise to pruduci life cycle which normally starts 
from intraduction stage. Uwough growth maturity, stable matury, decaying 
maturity to the pelrifiction stage. 

‘Thare ware a fot of ways the entrepreneur van build the image of kis 
products namely by good branding, uood packaging, good designs, good colours, 
and wood ane enduring quality, A good and well-builpproduel image will assure a 
pood brand foyally iom (he consumers, 


REVIEW QUESTIONS 


il) Whit is a product? How woud vou develop a product and introduce 11 t 
murket? 8 

(2) What is branding aml how will you ensure that your consumers muſnuun 
Use brand loyalty of your preduct? 


(3) Welle short noies on the following i 
a Packaging» 
a Designs 25 
° Colour ie 
, Quaiity 
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in this etwpler, we shall introduce Uke entrepreneur to the. moclus npazruedi 
involved in developing new product, the product lis cycle, how to manage the 
product lifs cycle. product braking packaging and other image buildin, fentes 
of a’ product, II is, therefore, imperative Lhal the viizeprencu must know the 
importance of product, which in u very imporlanl clement of the marketing 1 
All other three elements (price. promotion and distribution) ure about How Lo pel 
ef und get it to the consumer, 
ui bie ho eee hus to he able ty understand the needs ef the c̃ ies 
wo beable to design and mike products that can satisdy these needs, A peacluei can 
he defined, therefore, si something an.grganisarion, marketa that will satisly g 
ersonal want or fil! a business or summergial needs it be tangible, houghi or 
nol bolight, inexpensive or expensive, asgential or non-essential io hunan lii, : 
simple or complex, perishable or durable, H may sulisly physical needs, such us 
clothing, or purely psychological desires, such as make-up, 
The definition of a product can be expanded to inchide act ual arccluet wil 
all Uke peripheral factors that contribute to a consumer's sulisfaction, All 
things ure part of the "product" (Giles, 1980). A product may be in form W. o youl, 


yervices or ideus. 


14.2 NEW PRODUCT DEVELOPMENT 


Products are dynamic. Like people, they are hont, grow, mature, and eventually 
decline, According to Sobezynski (1984:45) on new products, "ia bea reul access, 
a product should be both better and dik laren -i1 lot better and u little different.” 

Coming up with a winning produci requires both research, and ereulivity. 
The product development process involves. ups of The market p we m 
buyer, the company's capabilities, und the economic potential ol new produc 
ideas, The process, illustrated in figure 24,1, muy be hath oxperisive und time: 
consuming, To accelerate the process, mahy compurics create nnultidisel ptinary 
(earns go thal manufuchwing, ard marketing plans can be developed in tandem 
while the product is being designed. | 

Here we shall start the product development that gives rise to prod wel hile 
eyele (PLC). We shall categorize the development provess into six, hys: 


(1) lden generation 

( klea screening 

(3) Business anntlysis 

( Development of prototype 

(5) Peodluct testing x 
(h) Comerviabization 
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Idea! Cieneration 20 files 


Crenerited 
10 keles 
%) Ielew Screened 
clan Serecninp 
‘ 
(3) 
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Business analysis 
kleas Analyzed 


35 > EAI n 3 ideas 
evelopment uf Prototypes 
Prototype Be 

(5) A J ideas ot 
n . 5 : ideas of Product 
for Pesting 

„ pi g 

6 ; — — Ya 


Commercialization 
| Prediet for 
Comtherciilizetion 


Fipure J4 U, The Protest Dennie, Pree e i 
Source, Rachman, Di, Mescon, M. II., Bovee, Cf 


$x l „ Md Chii, . (0% 
Business Today, 6" ol NY, MC Graw-i litl, P. 325. ; a 
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iden Generation . 
The frst step is lo come up with ideas hal will sajaly unmet needs, iiis 
euirepreneue may gel wgw araduct ids Som nie employees, his customurs his 
consultants. bis competitors, through publications, associated companies, lirlct 
research, research and developments, ete, it is recommended here thid the 
entrepreneur should u aN encourage his amployees to assist him m gencre 
new ideas. For every one gradus! development to be achseved) aty ilous are 
su nerited as shown on figure 24.1, 


uu Sereening 

At this stage the varwus ideas gerersted are see to marrow them idoti 10 abv, 
good ideas. These ideas are property acartned with high level of obo A 
fos ple lines lor the entryprener to follow in sereening his varians dess adig: 
tie hiph cost ideus, onpractenble deus, lack af technology or bigh cost of 
bc cultural and social responsibility involved, 


Brasiness Analysts 

A product idea that survives the screening stage is subjected la a business 
un ux, At inis point ihe question is: can the company make enoagh enose us 
the: product to justify the inen nt“ ‘To answer this question, eompanies force usi 
the probable sales of the product, assuming various pricing sluiegies M uche. 
they estimate the costs seine with producing the product at various tevels of 
preduction, Given these projections, the company catculules the proni a eish 
low nd return op Ins Muc wil) be achieved ifthe produet is intrashieeal, 


Development of Prototype ; - 
‘The next step is generally to creale and teal a few samples, or r, af the 
produet, including the ogvkaping. During this stuye, the various elements ol the 
Huaketing mis are put together, In addition, the company evaluates the fensibrity 
of ur ge :e ue production and specifies the resources required to bring the prosiuct 
to market, The specimen is suajecied to proper criticisms so ay 10 comc ont wiih a 
botter parkiaged product, ' 


Pradnet Testing (Te st Hav keling A 

During the producttesting stago, a small group af consumers aciuaily nse the 
preduet, ofen in comparison tests with existing brands, Ifthe results ate gone, the 
neat slep is fer merken, iii it wie iu the product tn solectad et en arcus 
of the caurtry and monitoring consumer ivetions, Thi is, axpersive ‘ane tue 
consuming Both the lechnical aspect (atures, size, quailty, goter. gto and 
miuke neveplance, as iL relates to taste, brand, packaging, und price, die M Ster. 
Areas of ubjections and eritictems are noted and fine tumad to mur the 
consumers’ desired necils ancl wins, 
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Communurctitization 

fhe lined stage el e ente e ceonucreiutizations the: hnyane produces 
and digtnbution of thor periaus thet Rinne survived the taslimi proteins. itis 
phase teynives the dss ente o, anny activities min he lane, Mielie, 
ibatributiun. pieis abe tan. is is nosmally dhe last Bite pha AY ihe 
aape, The prntael oo bens bent this pot poiut where the practici fife evel (hits 


Hutten, 
i PRODVET LIFECYCLE 


A produc passes Ihrough the some singes and got delivered tothe Re 
niter ne commerciilization stage. The product Wi eyele (ALC) just tic or eee 
Living thing staris from the introduction stuge, tmaugh growth, growth mate ty. 
Kahle maturity, deenying maturity tò the patel uon ud (Hoe uu 24.7) 

There are some assumptions or assertions af prodgel life cek PLOI 
uawa tig hi r 


a lrodyets always hive a limited liis 

a Nyoduct sales puss Uieough stine stipes wel pissin diers 
challenges. opportunities ant problemie, 

, Profits rise and (all at different stapes oF te PLC. 

+ Pronote require, different inarkkering, imme, matter sy, 


pinehang ans uy resources sttntagies in each stage al thoir Hl ere 


TT ei 


| $ 


— 


— 


— — 


Sales and profit 
Growth Maturity 
Stable Maturity — 


| 

[i 

| 
Sea ů ‚—— O. 

Tithe Spar 
Figure W2 Stages in Peaduct Life Oide (PLE) ; 
i 5 

firnyoducian Stage 
This is the beginning of ths predict, Nein is tae simge where We cntieprencny reist 
make a lot of commitment al expest Hete, A TOUTS Hortnally givesked® mrn 
heesuse the vbpttive a! the mirkata Catreprengury is to ereale awatst te, 


t 


a Competiqan here is yuat destine Pci at 


ALI ; . 


2 - je ee smi peter tere — 
—— — — — — — sete Sat ‘ 


‘fhe outreprancur (naekekes) shone! dune, bait diferen knee te 
e have withe network. (Pil xs 


verum the problems like disteiburia i qs ee ee Lavan 
Sonia peodutel; Cost Plus- ine shout! achki Haile prolll, achverastinen' le sli uli 
buih produci warenash umong We teyot aiae md siles pramarion N 
Jemi consolidate ide strategies il fru thie engl pakos 


Crawl 2 oe 
AL the growth stage there is i myveduattion {any de nech en Mund i i 
entrepreneur makes sales here with a rodueed producion uest, Fhe compet Wi 
hive darted oreep lutz in slowly. The et ing ubiactire at this growth lutte ka 7 
masimize polit us early us possible by making mwr: mowy in zidor te stabi is 
Pie murkoting strategies al this state are: 

’ Olfor product extension iy ersivny eee 

» penetruling price through produet ef ane 

that wil warth the price pute 


hum af more dace. 


a Advertising should build preduct ww tvenuss and interesting slaves 
° Distribution.should be inter and cimbracing 
° Sales promotion should take Aug c havy suslontor i demand, 


Crawl ij ` 
At this stage the sules goil rats slaris te elegie, 


Sable Maturity 3 ie 
At this stage, sales Natier, because af mirket ab lt url. Norenily, the "oi b 
al the peuk saes here, Cormesitors al ihis steve will he very many ang Iher 5 | 
be a lot af fake products and proliferations, The Hufen objossives should A 2. 
maximize profit while defyniting. tiie spam ofthe purket Haw to maximise grol I 
a this age will be ne fallow: 


0 For the pradver-uiversify brands ane rradcls. iad 

* For price-lower the piee heenge ol the large quantity of produsi the 
price must match tie pres OP yOUr COTIpALE oS. i 

* Lor disibution-auild mere tense diatti hub'un sirmiegy b ereire 
inore distribution eswe tles. | 

0 Lot adyertisinu-siress iwit dii irene aril benefis, 


0 Por sales promehein-ensatlimius pople to iich brand cht ver 
— . „ * a p 1 4 i, ihe 
pickaging, promalins, wesc sp ares aril brand ellis, 


Heewving Stage 
‘The sales and prodre ae deci 


wad Hb shite bistors here ne Presi srin 
N S cl it id nw. dow Paya a a 
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dectiviny performance, Marketing diyective at this gaye in to redued expandivure 
and arith die brand (ie. exhaust the produet), Strategies should bu t0 modify the 
produet, maintain low price, yo selecive in your distribute! ; 

disitibutive outlets Ihat are vot viable. Reduce your level « 
muteilaln your core loyal consumer: before winding Np 


promotion Lo minimum ar phase it ont entirely, p 


Perrtjuction . 
At this gtage the product line is chis ate) she bedid eni 
redeploved to another section, The ctteoprentur ban 
sleatevien to revive (he pradiet teu ati ferent antiy 
branding, 


2 4 4 
MA IMAGE BUILDING FEATURES or PRODUCT 


Home Marketing 
od OF packirging und 


want to create a brand 
duct apart from those 


H 


Regurdlese of what type of produet a company sells, 

identity by using a unique name or ¢ 

uffered by competitors, Here ggg. ) ; 

image of his products, namelys, = sho 
ee ire ed Se 


— 


Branding 
Packaginy ; 
Dusi gis 

Colour 

Quality, atey 


as a Šua g 


These feutures help the consumers ta immediately recognize one product from 
another. We shail now treat hens one uier the other 


24.4.1 Branding 
A brand is the name or symbol uscd to identify 4 product, The American 


Murketing Axsociation (1960:8) defines branding us "ga game, term, symbol or 


design, or a combination of them which is jtencded to identify ihe poods a 
services of the seller or group of sellers and to differsniinte them from those of 
voripetitors.” 

Brands are a signilfewnt Hestoy zu umrßeting, ginge They create u product's 
image. Same popular brands enjoy greet support among euslomers, Gond bra 
nimes are usually short, easy to prescimee, ens, I0 remember, and cass ta 
recognise They shouid nat include werds Ihat are in general use, sosh as vodic, 
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1 V These are generic wards nuch no sel canmpany um claim ae ur lust agl 
to their use, On the other hund. ir u HU ol procl ct become Wenerulle know 11 
u brand same, that brand pevornes a Weiche leurt and the Asstel tsszt io ia ig 
rag exclusive right to its use. Thos ia what hajpenest to seh former and deen 
ts nylon, tinon and aspirini Osumin, :) 


Types of A : j ; 
Thore ure wo kinds ol hrane namely Mmenwiievurers, oF prouvects ban 


vonmnorily referred 1 ns “national yet nds“ and aaieldlemen branels, tall te un 
"private brands." eh 

Phe following dri exilim t eee brad nomes: Lipar tea. | att 
len, empi cube, Nexcine aku e, Coke de. Some nat a 


“« 


middlemen use individual hrarils oils, Okere prefer family ar banke dr an 


und others use both. : 


Hrand Strategies . 3 1 a 
Companies take various approaches tu tuding brinds, The ratte app ai 
is to crente a different idenuty ‘or cach produet a company sells se hu 1 


problem develops with that prodach the other kens in the line wil) got sil 
‘This approach has the added adventas ut g a company 0 orele dif’ ar 


produet inagts for Yanous marke! seenminte Take for example. Toyota fraps} 


with their vartet products aimed at en Mete types pf buyers, ‘The persor s 
likes a Toyota Carina und the person w ho wants a" Toyota Cant are ne 
completely different things. even though both want u Joyo ear. 


Brand Loyalty ' 
‘The entrepreneur has to think carcini abaut te benefis belost ape ud 
milions af naira an huge premotor catapaigs gs ihe cast may drive sp Un. p 
of the product. It is not a guanintec thal comsurners will buy u product gutt He sui 
they recognize the brnd name. Betiwe deciding to build a brand grep n 
need lo evalune whether the payofi will be worth the. invesunent, Olen 
answer depends on the type of product, As figare TEA Mustrates. people ute It 
lu some types of branded produet: ican others. Mundane pruchtei desis wt 
handle tedious chores are less Moly io ineprine Loyalty n proilueis asse ae 
will) unt individual's personal nuige isian Js Sah, 

Urand jaynity may be Tus is degrees. The first level vg be 
rmcngninen, Whieli means Hi poopie ue Suntan with Whe produet they ane Ul 
Ip ty il decane liey reroyni#c it Tae peat level is ien one Kelche, I 
jeve], people will babateatly bun he prodee 1111 0 evailabls. 
bu willing t9 esper pronte th aberne Hf hey mg siias int eite de wh 
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; ’ Oller protection against spoilage 

ultimate in bmad loyalty is brand litt, the stage tl which the buyer will 4 Ruiduce the temptation torsteal small product and 

accept no substitute. Thoge are the thros levels of brand loyally, ’ nerense pred al. 
| Higi-lovalty Products, _| Medlum-loynity Products AES Products habeling 

‘Cigaratios . ,,, AR Labeling is un integral port of packaging, Whether the fabel is u sepurate clement 
Coll remedies Furniture polis linin] tissues, attached 10 the package or a private pirt of ihe container, it serves Lo identHy a 
Jaslo O Hand ellen pE OWENE brand, Sometimes the label also gives grading information about the product or 
hn m si SES: Plastic inish nus | information about inerelienis. operating procedures, shell, or risks. Fair 
Toothpaste — Shampoo n i courting powder i puckizing mandates Ihat every label must carry the product name as wall as the 
s ume nnd address of the manufacturer cr distributor and must eonspicua use show 


Figure 24.3: Brand Loyalty and Product Type 
Source: Ruchman, OJ. Mescan, M II; Bavea, C. L. and Thill, (1990). Husiness 
Toeduy, 6th ed. NY: McGraw Hill, P. 324, 


ihe nel quantity, 
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144.4 Designs ‘ 

Another way lo build an image of a produc! is through good and clistinetive 

designs, Good designs always help the consumers diferentiale one product 
fram those of competitors. Muny consumers remember or deseribe u produsi with 

a particular design when seatching for-itor sanding gameboy h buy it. 

Good designs also help the preducers to upgrade the product qtimbity ar 
durability, Above all, goed designs caa be used to improve product dppearince 
and hereby improve the product's madcetubilily, Many’ praducts dominie heir 
counterparts on the shelf usually because ofthe attractive and mature designs they 
have. Entrepreneurs ure Here ſore advised to always pay attention to the designs of 
their products because there lays the differente. j 


24.4.4 Colour 
Colour is very important as an image builder, because the utiractivoncss. ar 


dullness of a product’s appearance is hinged on colour. In the women’s world, 
colours play a vital role in their choice of a product, espectally cloths. The colour 
combinations and separations on a particular produet determine how fist ar slow 
the product will sell. The entrepreneur shnyjd take colour combinations and 
separations serions either in fashion induntry or in anuulacturing industry as + 
helps to make a differenee ou the volume of sales and profitability, 


One of the most intriguing examples of brand loyally occurred in the sid 
9808 when the Coco-cole company attempled to discontinue traditional coke und 
replace it with n new formula. Although a $4 million taste test of 200,000 
consumers had demonsteated that people preferred the new flavour, the company 
wk deluged with protests when it made the switch. People were incensed (hut 
anyone would tinpe with coke, which had besame an American institution in its 
OY yours, Within months, the company admitted thut It hud pooled and brought 
hack the old furmuta, calling it cocn-coln classie and selling it alongside the new 
coke (Fisher, 1985:44-45). As It turned out, the incidenti worked to coke's 
advantage. With two-main products, it now commands almost Iwice the shelf 
apace in supermarkets Lhat it used to, 

ln u recent survey, It was discovered thal some types of products inspire 
more brand loyalty than others becuuse consumers ure always unlikely ot 
unwilling Lo switch brands of products that they associated with their zoll image- 
even when they were offered allernative brand at half-prico, 
24.4.2 Packaging á 
fiffentive packaging not only protects products from damage or tampering tin 
also promotes praduct’s benefits through stupe, composition and design, Stanton 
(1978) dedines packaging us "Ihe general group of activilios in product planning 
which involve, designing und producing the container of wrapper for a produer" 
Packages serve other purposes ag well. They: 


24.4.5 Quality 
Quality makes a difference as pes a repeat bey a product ciun enjoy. Quality is ene 
of the most inparlarr of the entire image building features of a product. A 


r Make procucts exsier lo display product that is bad will pol attract repeat buys no matier how glamorous the 
° Aliract customers attention packaging may be. On the other hand, a goed quatity product may attract a repent 
5 Provide eonveniance purchase from those who go for quality not for packaging, Above all, a product 
4 Act asn prodtet differentiation that combines a good quality with a good packaging will always exec), i 
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